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ECONOMIC  SECUBITY  ACT. 


FRIDAY,  FEBRUARY  8,  1935 

House  of  Representatives, 
Committee  on  Ways  and  Means, 

W 'as  king  ton,  D.  C . 

The  committee  met  at  10  a.  m.,  Hon.  Robert  L.  Doughton  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  be  in  order.  We  will  resume 
consideration  of  H.  R.  4120.  The  first  witness  on  our  calendar  this 
morning,  who'  is  ready  to  be  heard,  is  O.  Otto  Moore,  of  Denver,  Colo. 

Mr.  Moore,  will  you  come  forward,  give  your  name  and  address  for 
the  record,  and  state  the  capacity  in  which  you  appear,  and  any  other 
information  pertinent  to  your  appearance  before  this  committee. 

STATEMENT  OF  0.  OTTO  MOORE,  DENVER,  COLO. 

Mr.  Moore.  Mr.  Chairman  and  gentlemen.  My  name  is  Otto 
Moore.  I reside  in  Denver,  Colo.  I am  a practicing  attorney  in  that 
city.  I have  been  asked  to  appear  here  this  morning  in  the  interest 
of,  and  on  behalf  of,  the  people  of  my  State  who  have  interested 
themselves  in  the  Townsend  old-age  revolving  pension  plan. 

The  Chairman.  You  mean  that  part  of  the  people  who  have  inter- 
ested themselves  in  that  plan,  do  you  not? 

Mr.  Moore.  Yes.  I would  like  the  record  to  show  that  I am  ap- 
pearing for  the  people  of  my  State  particularly,  that  I have  no 
authority  direct  or  otherwise  to  appear  here  before  this  committee 
on  behalf  of  Dr.  Townsend  himself,  or  any  of  the  national  organi- 
zations. 

The  Chairman.  You  are  referring  to  appearing  here  for  the  peo- 
ple of  your  State.  You  do  not  mean  all  the  people,  do  you? 

Mr.  Moore.  No.  The  Townsend  clubs  of  the  State  of  Colorado. 

It  has  been  my  privilege  to  attend  the  hearings  of  this  committee 
that  were  had  upon  the  Townsend  bill.  I believe  that  that  was  on 
last  Monday.  In  view  of  some  of  the  interrogations  that  were 
presented  by  members  of  the  committee,  certain  thoughts  came  to  my 
mind  that  I thought  might  help  somewhat  in  arriving  at  a proper 
solution  of  this  problem. 

At  the  hearing  on  Monday  a considerable  portion  of  the  time  was 
directed  to  questions  having  to  do  with  the  form  of  this  bill,  and  to 
questions  as  to  whether  or  not  the  bill,  as  presented  before  the  com- 
mittee, adequately  or  fully  expressed  the  intent  the  Townsend  people 
had  hoped  the  bill  did  present. 

It  would  seem  to  me  that  those  matters,  those  objections,  are  ones 
which  can  very  easily  be  corrected  or  cured  by  an  amendment  or  the 
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substitution  of  a bill  that  would  more  adequately  and  more  fully 
present  the  true  intent  of  the  plan  as  it  has  been  given  to  the  people 
throughout  the  country. 

One  of  the  gentlemen  of  the  committee  asked  the  question  as  to 
why  it  was  that  the  leading  economists,  or  at  least  some  outstanding 
people,  had  not  connected  themselves  with  the  Townsend  movement 
and  given  it  support.  I have  this  suggestion  to  offer  in  that  con- 
nection, gentlemen.  I speak,  of  course,  only  in  connection  with  what 
I know  to  be  true  in  the  State  of  Colorado,  and  that  is  that  some 
of  the  best  authorities,  some  of  the  finest  thinkers  in  the  educational 
world,  in  the  field  of  learning,  have  associated  themselves  with  this 
movement  in  the  State  of  Colorado : Dr.  George  F raser,  president  of 
the  Colorado  State  Teachers  College  at  Greeley,  Colo.,  is  a member 
of  our  advisory  board;  Dr.  Roland  M.  Shreeves,  who  has  given  his 
entire  life  to  education  and  understands  thoroughly  the  fundamen- 
tals having  to  do  with  economics,  is  a member  of  our  advisory  board 
in  the  State  of  Colorado. 

Some  of  the  best  people — the  best  thinking  people  in  the  State  of 
Colorado — have  identified  themselves  in  a very  definite  way  with 
Dr.  Townsend’s  plan  and  Dr.  Townsend’s  movement.  That  is  why 
the  movement  has  grown  to  the  extent  it  has  in  our  State. 

Mr.  Vinson.  Mr.  Chairman,  will  the  gentleman  yield? 

Mr.  Moore.  Yes. 

Mr.  Vinson.  The  other  day  we  asked  for  certain  definitions. 

Mr.  Moore.  Yes,  sir. 

Mr.  Vinson.  Definitions  of  gainful  competitive  pursuits,  and 
fiancial  transactions. 

Mr.  Moore.  Yes,  sir. 

Mr.  Vinson.  Can  you,  or  anyone  associated  with  you,  furnish  the 
committee  with  a definition  of  such  terms? 

Mr.  Moore.  Certainly,  as  a lawyer  I ould  give  a definition,  and  I 
think  any  bill  should  include  a definition  of  technical  terms. 

Mr.  Vinson.  It  is  not  a question  of  being  able  to  give  a definition. 
What  I want  to  know  is  what  the  definition  is.  That  is  what  was 
promised  us  the  other  day.  We  were  promised  that  that  would  be 
submitted  to  us.  I am  referring  to  a definition  of  those  two  terms. 

Mr.  Moore.  Certainly. 

Mr.  Vinson.  So  far  as  I know  they  have  not  been  submitted.  I 
think,  in  fairness  to  the  committee,  we  ought  to  know  what  you 
gentlemen  mean  when  you  say  in  your  bill.  “ gainful  competitive 
pursuits  ”,  and  “ financial  transactions  ”,  because  I think  if  you  are 
a lawyer  you  will  recognize  that  they  are  rather  broad  terms,  and 
they  should  be  defined  in  the  bill. 

Mr.  Moore.  Might  I answer  that  in  this  way,  that  I do  know  that 
a committee,  with  which  I have  not  been  connected,  has  been  work- 
ing upon  that  very  problem.  Amendments  are  in  the  process  of 
formation.  They  are  being  typed,  and  are  ready  for  presentation 
or  submission. 

Mr.  Vinson.  They  should  be  submitted  before  the  bill  is  considered 
in  executive  session,  so  that  we  may  have  those  definitions  before  us. 

Mr.  Moore.  I have  advised  the  folks  charged  with  that  duty  of  that 
fact,  and  told  them,  from  my  experience  in  legislative  matters  in  the 
State  legislature,  that  that  must  be  done  before  the  matter  came  to  a 
final  consideraion  at  the  hands  of  the  committee. 
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A question  was  asked  further  by  another  gentleman  concerning  the 
possible  army  of  enforcement  people  that  might  be  required  to  see 
that  the  law  became  effective  if  enacted.  It  would  seem  to  me  that  it 
would  take  a fewer  number  to  administer  the  Townsend  old-age 
revolving  pension  plan,  if  enacted  into  law,  than  are  now  required  to 
administer  relief. 

We  have  in  our  city  of  Denver  25,000  people  who  would  be  eligible, 
and  we  have  more  than  that  on  relief.  It  is  my  honest  opinion  that 
it  would  take  fewer  people  to  administer  the  Townsend  old-age 
revolving  pension  plan  than  it  is  now  taking  to  administer  the  gov- 
ernmental emergency  relief  measures  that  are  being  administered 
by  people  at  the  expense  of  the  Public  Treasury. 

Other  persons  who  have  associated  themselves  with,  and  have 
given  this  plan  approval,  one  at  least  of  whom  has  some  national 
reputation,  is  Mr.  Frank  Fallonsby,  of  Oakland,  Calif.,  who  has  a 
reputation  at  least  in  that  whole  section  of  the  country  as  a statisti- 
cian and  economist  of  some  note;  and  I personally  went  to  California 
to  secure  what  information  I could ; because  certainly  I do  not  want 
to  advise  people  to  join  hands  in  a course  which  is  not  for  the  best 
interests  of  the  country.  I have  endeavored  to  satisfy  myself  of 
the  feasibility  and  workability  of  the  plan  before  joining  hands  to 
any  extent  in  furthering  this  cause. 

I question  very  much  whether  I am  in  a position  to  give  to  the 
committee  the  authorized  and  accredited  statements  concerning  the 
amount  of  the  tax,  how  this  tax  can  be  raised,  and  so  forth.  I will 
not  go  into  that  subject,  although  I am  completely  satisfied  in  my 
own  mind  from  the  investigation  that  I have  made.  But  I am  not 
an  expert  on  that  subject,  and  shall  not  undertake  to  advise  you  on 
a point  on  which  I am  not  expert. 

Suffice  it  to  say,  from  investigations  which  I have  made  myself, 
from  the  information  which  has  been  presented  to  me  and  as  one 
who  desires  only  to  further  something  that  strikes  at  the  very  root, 
in  a substantial  way,  of  the  evils  that  beset  this  country,  I am  sat- 
isfied myself  that  the  Townsend  bill  can  and  will  reproduce  the 
prosperity,  at  least  of  the  year  1929. 

I am  satisfied  that  the  transactions  of  the  year  1929,  the  taxable 
transactions,  under  the  true  intent  and  purpose  of  the  Townsend 
bill,  would  produce  the  desired  revenue. 

A gentleman  has  just  submitted  to  me  a definition  of  the  word, 
“ transactions,”  and  although  it  is  to  be  presented  in  written  form 
and  lodged  with  the  committee,  I can  read  it  here : 

Transactions  as  used  in  this  act  shall  include  sales  and  exchanges  of  real 
property,  personal  property,  and  mixed  property,  and  mixed  real  and  personal 
property,  and  payments  therefor,  and  services,  excepting  those  herein  specifi- 
cally exempt. 

Gentlemen,  I do  want  to  impress  upon  you  this  fact:  That  the 
people  of  our  State,  and  a majority  of  the  people  of  our  State,  in  my 
humble  judgment,  want  this  plan.  It  may  be  that  you  will  reply, 
“A  child  may  want  a candle  that  is  burning  and  get  burnt  in  the 
playing  with  it  ”,  but  the  people  of  Colorado  are  not  children.  They 
have  studied  this  thing.  They  believe  it  to  be  workable,  and  they 
want  to  try  it. 
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The  Chairman.  You  mean  some  of  the  people.  You  continue  to 
talk  about  the  people  of  Colorado.  Why  do  you  not  say  the  people 
of  Colorado  who  advocate  this  plan  ? 

Mr.  Moore.  Yes,  sir ; that  is  what  I mean. 

The  Chairman.  One  wuld  infer  from  your  remarks  that  all  the 
people  of  Colorado  were  behind  this  scheme.  If  that  is  true,  say  so ; 
if  not,  do  not  refer  to  those  who  are  in  favor  of  this  plan  as  the 
people  of  Colorado.  Do  you  mean  that  the  people  of  Colorado  are 
behind  this  scheme? 

Mr.  Moore.  All  of  the  people  of  the  State  of  Colorado  certainly 
are  not  behind  this  scheme,  as  you  call  it. 

The  Chairman.  You  refer  to  them  as  the  people  of  Colorado,  and 
you  say  they  are  behind  this  plan.  We  Want  to  get  it  clear  for  the 
record.  There  is  a distinction  between  those  who  are  behind  it  and 
those  who  are  not.  Can  you  give  us  a definite  idea  of  the  percentage 
of  the  people  of  the  State  of  Colorado  who  have  definitely  committed 
themselves  in  favor  of  this  plan? 

Mr.  Moore.  I would  say,  without  fear  of  contradiction,  that  65 
percent  of  the  voting  people  of  the  State  of  Colorado  have  signed 
Townsend  petitions. 

The  Chairman.  Have  you  any  statistics  to  prove  that? 

Mr.  Moore.  I certainly  have,  sir. 

The  Chairman.  Where  are  they? 

Mr.  Moore.  Well,  we  have  our  club  membership  rolls.  We  know 
the  name  and  address  of  each  club  member  in  the  State. 

The  Chairman.  We  do  not  have  that. 

Mr.  Moore.  No;  you  do  not. 

Mr.  Vinson.  How  many  people  in  Colorado  ever  saw  a copy  of 
the  McGroarty  bill  ? 

Mr.  Moore.  I believe  three  people  in  the  State  of  Colorado  have 
seen  it,  and  they  are  in  Washington  at  this  time.  We  saw  it  last 
Monday  morning. 

Mr.  Vinson.  And  you  endorse  that  bill? 

Mr.  Moore.  I endorse  the  essential  fundamentals  of  Dr.  Town- 
send’s plan. 

Mr.  Vinson.  I am  asking  you  about  that  bill  which  is  the  evi- 
dence before  Congress  of  the  Townsend  plan  ? 

Mr.  Moore.  I think  this,  that  the  gentlemen  of  the  committee 
know’  the  intent  of  the  Townsend  plan  and  all  the  powers  that  go  to 
make  up  Congress  are  within  your  province  to  USe  in  amendments  to 
that  bill  to  express  the  true  intent  of  the  Towuisencl  plan. 

Mr  Vinson.  You  are  a lawyer  ? 

Mr.  Moore.  I am,  sir. 

Mr.  Vinson.  And  you  know  that  the  only  thing  that  Congress 
has  before  it  setting  out  the  Townsend  plan  is  the  McGroarty  bill? 

Mr.  Moore.  Yes,  sir. 

Mr  Vinson.  You  sa3*  that  65  percent  of  the  people  of  Colorado 
endorse  the  Townsend  plan? 

Mr.  Moore.  That  is  correct. 

Mr.  Vinson.  I wonder  if  any  proportion  of  those  65  percent  who 
are  not  here  in  Washington  know  that  When  this  matter  was  being 
considered  with  Dr.  Townsend  present,  the  spokesman  for  Dr. 
Townsend  said  that  he  would  not  support  the  bill  as  it  was  pre- 
sented to  Congress;  Dr.  Townsend  himself  said  that  there  ought 
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to  be  several  amendments  considered  and  adopted  in  reference  to 
that  bill.  The  people  of  Colorado  do  not  know  that,  do  they  ? 

Mr.  Moore.  I take  it  they  do  not;  no,  sir. 

Mr.  Vinson.  And  when  Dr.  Townsend  was  asked  to  offer  amend- 
ments, or  he  was  asked  to  what  amendments  he  referred,  he  just 
replied,  “ amendments.” 

When  you  say,  therefore,  that  65  percent  of  the  people  of  Colo- 
rado are  for  a certain  plan,  and  the  sponsors  of  that  plan  them- 
selves admit  that  it  is  loosely  drawn  and  in  improper  shape  for 
passage,  you  realize  the  inccuracy  of  your  remark. 

Mr.  Moore.  The  fact  that  the  bill  may  or  may  not  be  in  that  con- 
dition does  not  change  the  merit  of  the  essentials  of  the  plan  in  the 
judgment  of  the  people  who  support  the  plan  for  its  merits. 

Mr.  Vinson.  If  we,  as  members  of  this  committee,  change  that 
bill,  and  change  it  in  the  dark  so  far  as  Dr.  Townsend  is  concerned, 
because  he  did  not  tell  us  what  amendments  he  wanted  to  offer  to 
it,  do  you  think  that  65  percent  of  the  people  of  Colorado  would 
agree  to  the  amendments  that  we  might  make  to  the  bill? 

Mr.  Moore.  I believe  they  would. 

Mr.  Vinson.  Without  knowing  what  they  were,  and  without  the 
committee  knowing  what  they  wanted? 

Mr.  Moore.  I will  say  this,  that  the  people  of  the  State  of  Colo- 
rado have  the  utmost  confidence  in  these  legislative  committees,  as 
do  I.  They  feel,  and  they  know,  in  a general  way,  that  it  is  indeed 
few  bills  that  come  out  of  a committee  in  the  form  in  which  they 
are  originally  presented  to  that  committee;  that  so  far  as  the  essen- 
tials of  the  program,  the  essential  features  of  the  plan  are  con- 
cerned, they  are  preserved.  These  little  matters  of  detail  as  to  how 
you  are  going  to  identify  a man  when  he  presents  his  passbook,  if 
he  has  a passbook,  to  the  bank,  is  something  that  does  not  concern 
them. 

Mr.  Vinson.  It  is  a matter  of  considerable  concern  what  things 
are  taxed. 

Mr.  Moore.  Certainly;  I quite  agree. 

Mr.  Vinson.  And  what  are  financial  transactions. 

Mr.  Moore.  I quite  agree. 

Mr.  Vinson.  And  how  the  provisions  are  going  to  be  adminis- 
tered; who  is  going  to  be  exempted,  who  is  going  to  be  included. 
Consideration  must  be  given  to  such  matters  as  pyramiding,  and  so 
forth. 

Mr.  Moore.  Certainly. 

Mr.  Vinson.  And  we  were  not  told  by  Dr.  Townsend — I remem- 
ber, because  I asked  that  question  myself  as  to  what  amendments 
he  would  endorse  and  to  what  amendments  he  referred,  and  he  said 
that  it  ought  to  have  certain  amendments,  but  he  has  not  told  us  yet 
what  they  are. 

Mr.  Moore.  I have  submitted  here  some  evidence  that  they  are 
working  in  that  direction. 

Mr.  Vinson.  You  have  submitted  a paper,  I take  it,  on  what  they 
mean  by  “ financial  transactions.”  How  many  pages  does  that 
memorandum  cover? 

Mr.  Moore.  It  has  been  repossessed  by  the  person  who  handed  it 
to  me,  and  I have  not  got  it. 
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Mr.  Vinson.  I hope  it  will  be  submitted  for  the  consideration  of 
the  committee.  I wonder  how  many  pages  are  in  that  document 
attempting  to  define  the  term  “ financial  transactions.” 

Mr.  Moore.  I might  suggest  this,  that  I have  been  advised  in  the 
last  day  or  two  that  the  original  bill  which  was  prepared  by  Dr. 
Townsend  and  his  associates  in  the  State  Of  California  was  for- 
warded to  Washington;  that  it  was  not  presented  here  in  its  orig- 
inal form  but  was  presented  in  the  form  in  which  you  gentlemen 
now  have  it,  of  course,  and  that  they  propose  to  substitute,  if  pos- 
sible, the  original  bill. 

Mr.  Vinson.  Do  you  not  think,  in  all  fairness  to  the  committee, 
that  the  original  bill  should  have  been  submitted  here  ? 

Mr.  Moore.  Yes. 

Mr.  Vinson.  So  that  hearings  could  have  been  held  upon  its 
various  sections.  Certainly,  it  is  inconceivable  to  me  that  here,  on 
the  last  day  of  the  hearings,  you  would  hope  to  submit  a substitute 
bill,  or  a new  bill,  in  place  of  the  McGroarty  bill.  Do  I understand 
that  is  the  purpose  of  the  advocates  of  the  Townsend  plan  ? 

Mr.  Moore.  You  are  asking  one  who  does  not  know,  sir. 

Mr.  Vinson.  You  were  just  making  the  statement  to  me  that  that 
was  the  purpose. 

Mr.  Moore.  Yes;  that  is  correct. 

Mr.  Vinson.  And  I want  to  know  whether  that  is  the  purpose  or 
not. 

Mr.  Moore.' I understand  they  intend  to  submit  amendments,  or 
ask  leave  to  make  a substitution  of  the  original  bill  for  the  one  that 
is  before  the  committee  at  this  time.  It  could  be  handled  in  either 
one  of  those  two  ways,  either  by  submitting  amendments  to  the  bill 
that  is  before  the  committee  or  submitting  the  original  bill  as  a 
substitute  therefor. 

Mr.  Vinson.  Where  is  that  original  bill  that  is  going  to  be  sub- 
mitted to  the  committee? 

Mr.  Moore.  I presume  I have  a copy  of  it  in  my  hands  [referring 
to  paper], 

Mr.  Vinson.  Is  it  to  be  submitted  for  the  record? 

Mr.  Moore.  I take  it  not  at  this  time. 

Mr.  Vinson.  When  do  they  intend  to  do  that,  after  we  close  the 
hearings  ? Do  they  intend  then  to  come  in  and  offer  it  ? That  would 
sort  of  parallel  the  procedure  that  was  followed  when  Congressman 
Burnham  tried  to  get  Dr.  Townsend  to  come  to  Washington  and 
submit  his  plan  to  the  President  and  the  Economic  Security  Com- 
mittee, on  September  1.  It  would  seem  that  Dr.  Townsend  did  not 
make  any  effort  to  see  the  President  until  after  the  Economic  Se- 
curity Committee  had  reported  out  its  plan. 

Mr.  Moore.  I have  just  been  advised  that  Mr.  Cuttle,  from  Cali- 
fornia, is  here,  and  he  can  explain  the  situation  with  regard  to  that 
bill. 

Mr.  Vinson.  What  I want  to  know  is  what  you  intend  to  do. 

Mr.  Moore.  We  intend  this.  We  intend  to  make  two  or  three 
slight  changes  in  the  bill  here 

Mr.  Vinson.  When  are  you  going  to  do  that? 

Mr.  Moore.  During  the  day.  And  I understand  offer  a substitute 
measure  for  the  measure  that  is  before  you. 

Mr.  Vinson.  You  understand  the  hearings  are  to  close  today  ? 
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Mr.  Moore.  I understood  that,  yes. 

Mr.  Vinson.  And  you  are  going,  some  time  today,  and  it  may  be 
after  the  hearings  are  closed,  to  submit  not  the  original  bill  that  was 
drawn  up  by  Dr.  Townsend  from  California  but  an  amended  bill, 
as  a substitute  for  the  McGroarty  bill. 

Mr.  Moore.  I understand  that  that  is  the  procedure  they  intend  to 
follow. 

The  Chairman.  You  say  that  65  percent  of  the  people  of  your 
State,  you  are  satisfied,  approve  the  Townsend  plan.  Of  course,  if 
that  is  so,  they  approve  the  plan  that  he  had,  because  that  is  the  only 
plan  they  knew  anything  of  at  that  time. 

Mr.  Moore.  That  is  correct. 

The  Chairman.  Keeping  that  in  mind,  remember  that  the  pro- 
ponents of  that  plan  have  come  here  and  have  admitted  that  the  plan 
is  not  feasible ; they  say  they  would  not  vote  for  it  in  that  form.  Dr. 
Townsend,  himself,  has  admitted  that  it  is  faulty  and  needs  amend- 
ment. He  has  offered  to  submit  amendments.  Now,  when  you  get 
this  new  bill,  do  you  intend  to  take  it  back  to  the  people  of  Colorado 
and  ask  whether  they  approve  it?  Would  it  not  be  the  proper  thing, 
before  you  represent  to  a committee  like  this,  that  65  percent  of  the 
people  of  Colorado  are  in  favor  of  a plan,  that  you  take  that  plan 
to  the  people  and  let  them  pass  on  it?  You  would  not  expect  them 
to  endorse  something  they  have  never  seen  or  heard  of;  and,  as  I 
say,  it  has  been  admitted  here  by  your  own  witnesses  that  this  bill 
will  not  do.  You  admit  that  yourself.  If  you  have  a new  bill,  do 
you  not  think  it  ought  to  go  back  to  your  people  for  their  considera- 
tion? Otherwise,  is  there  any  reason  why  you  should  claim  that 
there  are  65  percent  of  the  people  of  the  State  of  Colorado  who  are 
in  favor  of  that  plan  when  they  have  never  heard  of  it  ? 

Mr.  Moore.  I did  not  intend  to  state  that  65  percent  of  our  people 
are  for  this  bill,  but  I have  stated  that  65  percent  of  our  people  are 
now  in  favor  of  the  Townsend  plan  as  they  understand  that  plan. 

The  Chairman.  How  can  you  say  that  when  he  has  already 
changed  his  mind  about  his  plan  ? 

Mr.  Moore.  Dr.  Townsend  has  never  changed  his  mind  as  to  what 
his  plan  is.  No  person  who  is  familiar  with  the  provisions  of  Dr. 
Townsend’s  plan  has  ever  changed  their  mind. 

The  Chairman.  I beg  your  pardon.  Mr.  Hudson,  who  was  Dr. 
Townsend’s  star  witness,  said  that  he  would  not  support  the  bill  in 
its  present  shape.  You  cannot  say  anything  like  that. 

Mr.  Moore.  That  may  be  true,  I quite  agree. 

The  Chairman.  You  cannot  make  a statement  like  that. 

Mr.  Moore.  But  the  bill  can  be  amended  to  meet  the  objections. 
That  is  within  the  province  of  the  committee. 

The  Chairman.  If  the  men  who  are  responsible  for  the  bill  orig- 
inally, who  are  the  authors  of  the  bill,  do  not  know  what  they  want, 
how  do  you  expect  people  who  have  never  believed  in  Dr.  Town- 
send’s plan  to  draw  a bill  that  would  suit  Dr.  Townsend  and  his 
supporters  ? 

Dr.  Townsend  came  here,  and  the  committee  tried  to  get  informa- 
tion as  to  what  his  plan  really  is.  But  Dr.  Townsend  threw  his 
plan  down  at  the  feet  of  the  committee  and  conceded  that  it  was  not 
satisfactory,  but  wanted  the  committee  to  take  it  and  do  what  they 
could  with  it.  Where  are  we  in  a case  like  that?  He  throws  it  to 
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us  and  says,  “ You  write  the  bill  and  make  such  changes  as  are 
necessary.” 

Mr.  Moore.  It  would  be  an  easy  matter  for  me,  sir,  to  amend  the 
bill  to  meet  any  objections  I have  heard  from  this  committee,  from 
the  standpoint  of  its  form  or  constitutionality. 

The  Chairman.  It  would  meet  any  objections  in  a way  that  would 
be  satisfactory  to  you,  you  mean. 

Mr.  Moore.  Certainly. 

The  Chairman.  But  do  you  think  you  could  amend  it  so  that  it 
would  be  satisfactory  to  people  who  are  not  in  favor  of  that  plan. 

Mr.  Moore.  No;  that  goes  to  the  merits  of  the  plan. 

The  Chairman.  When  you  appeared  here  today,  did  you  have  the 
plan  that  you  favored  before  you  ? 

Mr.  Moore.  I had  my  plan  before  me,  but  I did  not  have  the  bill 
before  me. 

The  Chairman.  We  cannot  listen  merely  to  some  abstract  propo- 
sition. You  have  not  presented  any  concrete  suggestions  to  us. 
Neither  has  Dr.  Townsend.  You  are  talking  about  something  that 
you  have  not  yet  presented  to  the  committee. 

Mr.  Moore.  Of  course,  it  is  true  that  any  amendment  that  is  con- 
templated in  this  bill  will  not  change  the  essentials  of  the  plan  one 
iota.  So  that  any  opponents  of  the  merit  of  the  idea  of  $200  a 
month  to  be  spent  each  30  days  could  not  be  satisfied  with  anything 
that  we  might  write. 

Mr.  Vinson.  The  gentleman  will  certainly  agree  that  the  defini- 
tions of  the  terms,  “ financial  transactions  ” and  “ gainful  competi- 
tive pursuits  ”,  will  affect  the  base  of  the  transactions  which  you 
will  have  to  use  to  raise  the  necessary  funds. 

~Mr.  Moore.  That  is  correct.  If  you  exclude  90  percent  of  what 
we  ordinarily  accept  as  financial  transactions,  then  you  have  ex- 
cluded 90  percent  of  your  field  of  revenue. 

Mr.  Vinson.  And  if  you  include,  as  I believe  you  should,  bank 
clearances,  then  you  get  to  your  figure.  But  if  you  exclude  them,  as 
I make  the  calculation,  you  get  something1  between  one-third  and 
less  than  one-half  of  the  money  necessary  to  finance  your  plan. 
For  instance,  you  take  a 400-billion-dollar  base.  Two  percent  of 
that  is  only  $8,000,000,000. 

Mr.  Moore.  That  is  correct. 

Mr.  Vinson.  Then  there  is  some  question  as  to  whether  your  defi- 
nition included  transactions  where  profit  was  not  made;  in  other 
words,  it  was  suggested  there  might  be  losses,  or  that  certain  things 
ought  to  be  included  within  the  transactions  involved  because  there 
was  a profit  made;  then,  when  they  saw  what  the  situation  was  the 
witnesses  said,  “Well,  profit  is  not  in  it;  it  is  a question  merely  of 
a transaction.” 

I do  not  know  whether  you  intend  to  tax  both  ends  of  a trade 
or  not.  Say  you  have  a sale  by  a groceryman.  I would  like  to 
have  you  tell  me  whether  a vendor's  tax  and  a vendee’s  as  well 
would  be  levied. 

Mr.  Moore.  A sale  by  a groceryman? 

Mr.  Vinson.  Yes;  a sale  by  a groceryman. 

Mr.  Moore.  The  intent  of  the  bill  is  that  the  seller  is  the  person 
who  pays  the  tax  on  that  transaction. 

Mr.  Vinson.  In  other  words,  the  vendor? 
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Mr.  Moore.  Yes ; the  vendor. 

Mr.  Vinson.  I received  the  information  here  the  other  day  that 
in  a transaction  that  involved  a trade  or  an  exchange — I believe  it 
was  a pig  for  a dog — they  expected  to  collect  the  tax  from  both 
parties  to  the  transaction. 

Mr.  Moore.  Understand,  I quite  agree  with  you  that  this  matter 
of  transaction  ought  to  be  clarified;  it  needs  clarification  and  defi- 
nition in  the  bill. 

Mr.  Vinson.  As  a matter  of  fact,  it  is  all-important. 

Mr.  Moore.  Certainly,  it  is. 

Mr.  Vinson.  Because  it  furnishes  the  base  that  you  use  on  which 
to  figure  your  revenues  on  your  2-percent  tax. 

Mr.  Moore.  Certainly. 

Mr.  Vinson.  I think  you  will  admit  that  as  it  is  worded  in  the 
bill  it  is  very,  very  indefinite. 

Mr.  Moore.  Anything  that  is  indefinite  can  be  clarified  by  defini- 
tion 

Mr.  Vinson.  You  will  admit  that  it  is  very  indefinite  and  almost 
impossible  of  understanding  without  a clear  definition  incorporated 
in  the  bill? 

Mr.  Moore.  I agree  with  you. 

The  Chairman.  Take  this  case.  Two  farmers  engage  in  a trans- 
action with  each  other.  One  has  more  wheat  than  he  wants  and 
the  other  has  more  corn  than  he  wants.  The  first  offers  the  other 
10  bushels  of  wheat  for  10  bushels  of  corn.  They  agree.  That  is  a 
transaction,  is  it  not? 

Mr.  Moore.  That  is  a transaction. 

The  Chairman.  Which  one  would  be  described  as  the  buyer  and 
which  one  as  the  seller,  and  which  one  would  pay  the  tax? 

Mr.  Moore.  That  is  a matter  that  I cannot  explain  to  you  any 
more  than  I believe  you  can  explain  it  yourself — which  is  the  buyer 
and  which  is  the  seller. 

The  Chairman.  I am  not  offering  this  bill.  But  I should  like  to 
have  it  clarified  and  explained. 

Mr.  Moore.  I quite  agree  with  you  there. 

The  Chairman.  Suppose  you  tell  us  for  the  record  which  would 
be  the  buyer  and  which  would  be  the  seller  in  the  transaction  that  I 
gave  you. 

Mr.  Moore.  That  is  a transaction  which  under  the  intent  of  the 
bill  would  be  tqxed.  But  under  the  provisions  of  the  bill  as  it  now 
stands,  I question  whether  those  charged  with  the  administration  of 
the  bill  would  know  from  whom  to  collect  the  tax.  That  does  not 
mean,  sir,  that  a provision  cannot  be  included  within  the  bill  that 
will  clarify  a situation  of  that  kind. 

The  Chairman.  It  has  not  been  done  up  to  this  time. 

Mr.  Moore.  As  far  as  I know,  that  is  correct. 

Mr.  Cooper.  What  would  be  your  suggestion  to  the  committee  as 
to  the  way  in  which  to  clarify  that  very  situation  ? 

Mr.  Moore.  By  a definition  of  terms. 

Mr.  Cooper.  All  right ; give  the  definition. 

Mr.  Moore,  A person  could  say  this  in  the  bill,  that  a transaction 
as  used  in  this  act,  or  as  used  in  this  bill,  shall  mean  any  transfer,  for 
a consideration,  of  real,  personal,  real  and  mixed  properties,  choses  in 
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action ; and  include  in  the  further  amplification  of  that  such  things  as 
you  propose  to  include. 

Mr.  Cooper.  I respectfully  submit  that  you  have  used  a great  many 
words  and  you  have  not  said  a thing ; not  a thing  in  the  world.  Do 
you  not  agree  with  me  ? 

Mr.  Moore.  I did  not  complete  any  sentence  that  I started  out  to 
make.  That  is  true.  A definition  would  be  this:  Transactions,  as 
used  in  this  act  shall  mean  any  sale,  purchase,  exchange  of  any  real 
estate,  personal  property,  property  that  we  ordinarily  term  as  “ mixed 
property  ”,  choses  in  action,  for  a consideration. 

Mr.  Cooper.  All  right;  I still  respectfully  submit  to  you  that  you 
have  used  quite  a number  of  words,  but  you  have  not  said  a thing  to 
clarify  this  situation. 

Mr.  Moore.  You  asked  me  for  a definition  of  “ transactions  ” and 
that  certainly  would  be  a definition  of  transactions. 

Mr.  Cooper.  You  will  admit,  I believe,  that  it  is  our  duty;  and  I 
submit  that  it  is  your  duty,  too 

Mr.  Moore.  And  I accept  the  responsibility. 

Mr.  Cooper.  To  analyze  any  proposition  that  is  advanced  for  the 
purpose  of  being  enacted  into  legislation.  That  is  fair,  is  it  not  ? 

Mr.  Moore.  That  is  fair  enough. 

Mr.  Cooper.  It  ought  to  be  analyzed. 

Mr.  Moore.  It  ought  to  be  analyzed. 

Mr.  Cooper.  And  we  have  to  analyze  it  in  the  light  of  the  ordinary 
experiences  of  the  people  in  this  country.  Is  not  that  a fair  premise  ? 

Mr.  Moore.  Certainly. 

Mr.  Cooper.  J ust  take  the  very  case  submitted  to  you  by  the  chair- 
man of  this  committee,  which  is  in  line  with  the  experience  of  many, 
many  citizens  in  this  country.  One  man  has  a surplus  of  wheat  that 
he  wants  to  exchange  for  a quantity  of  corn.  These  farmers  get  out 
in  the  field  or  on  the  roadside,  or  in  the  country  store,  wherever  the 
place  may  be,  and  one  says,  “ I will  trade  you  so  many  bushels  of 
wheat  for  so  many  bushels  of  corn  ”,  and  they  agree.  A transaction 
is  completed.  On  that  basis,  who  would  pay  the  tax? 

Mr.  Moore.  Under  the  terms  of  the  bill,  I cannot  tell  you  who 
would  pay  the  tax. 

Mr.  Cooper.  Under  your  own  terms,  as  you  would  write  the  bill, 
who  would  pay  the  tax? 

Mr.  Moore.  If  I would  write  the  bill,  the  gross  value  of  the  thing 
that  John  Smith  traded  to  Pete  Brown,  and  that  which  Pete  Brown 
in  turn  traded  to  John  Smith,  if  it  was  an  even  trade,  should  be  ar- 
rived at  and  the  tax  divided  between  them.  That  is  my  suggestion. 

Mr.  Cooper.  Had  you  given  any  thought  to  that  before  this  time  ? 

Mr.  Moore.  I had  not,  sir. 

Mr.  Cooper.  You  had  not? 

Mr.  Moore.  I had  not ; no,  sir. 

Mr.  Cooper.  Can  you  not  appreciate  the  extreme  importance  of  that 
very  thing  in  the  consideration  of  this  bill  ? 

Mr.  Moore.  We  people  in  Colorado  were  of  the  opinion,  sir,  that  a 
o-roup  of  persons  had  prepared  a bill  for  submission  to  this  committee 
which  covered  all  the  details  of  this  transaction.  If  it  has  not,  that  is 
not  my  fault  that  it  has  not;  if  it  has,  that  is  fine.  But  I want  to 
cooperate  in  any  way  that  I can. 
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Mr.  Cooper.  I think  that  is  a frank  statement.  The  people  in  Colo- 
rado for  whom  you  speak  on  this  occasion  had  assumed— and  I think 
it  is  proper  and  they  had  a right  to  assume — that  a feasible,  workable 
bill  had  been  presented  here  seeking  to  enact  that  plan  into  law,  the 
plan  that  they  had  heard  so  much  about ; is  that  correct  ? 

Mr.  Moore.  That  is  true ; yes,  sir. 

Mr.  Cooper.  When  you  arrived  here  you  found  that  that  had  not 
been  done;  is  that  correct? 

Mr.  Moore.  I do  not  know  that  I can  answer  yes  or  no  to  that. 
It  has  been  done  in  a fashion.  If  I were  to  do  it,  I would  have  done 
it  in  a different  fashion ; that  is  all  I can  say. 

Mr.  Cooper.  And  if  the  people  you  speak  for  in  Colorado  had  done 
it,  you  think  they  would  have  done  it  in  a different  fashion. 

Mr.  Moore.  I understand  that  the  form  in  which  it  was  originally 
prepared  in  California  was  different,  because  I had  about  2 minutes 
to  skim  through  the  contents  of  this  original  bill  which  was  prepared 
and  it  is  in  much  better  form,  in  my  opinion. 

Mr.  Cooper.  On  what  bill  did  you  prepare  yourself,  when  you  re- 
quested a hearing  before  this  committee  ? 

Mr.  Moore.  The  truth  of  the  matter  is  I did  not  request  a hearing 
before  this  committee.  I knew  about  it  only  after  the  arrangement 
had  been  made. 

Mr.  Cooper.  The  request  was  made  in  your  behalf? 

Mr.  Moore.  The  only  bill  embodying  the  Townsend  plan  was  the 
bill  that  is  before  you,  of  course. 

Mr.  Cooper.  That  is  the  McGroarty  bill  ? 

Mr.  Moore.  Yes. 

Mr.  Cooper.  Are  you  undertaking  to  appear  before  the  committee 
in  support  of  the  McGroarty  bill  as  it  is  now  before  the  committee  ? 

Mr.  Moore.  I am  here  in  support  of  the  McGroarty  bill  subject  to 
the  amendments  which  we  think  should  be  made  thereto. 

Mr.  Cooper.  Will  you  detail  those  amendments  to  us?  What  do 
you  think  should  be  changed  in  that  bill  ? 

Mr.  Moore.  One  amendment  that  I think  should  be  made  to  the 
bill  is  this : I question  very  much  whether  it  is  possible  for  the  Secre- 
tary of  the  Treasury  of  the  United  States  of  America  to  levy  and 
collect  an  occupational  license  tax  in  intrastate  business.  I think 
that  that  should  certainly  have  some  further  thought. 

Mr.  Cooper.  As  a lawyer,  do  you  think  the  Secretary  of  the  Treas- 
ury has  a right  to  levy  and  collect  or  fix  the  amount  of  an  occupa- 
tional tax  in  any  instance? 

Mr.  Moore.  No ; I do  not  believe  he  does  have  that  right. 

Mr.  Cooper.  I pointed  that  out  the  first  day  of  the  hearings  on  that 
bill.  Now,  in  what  other  respects  do  you  say  that  this  bill  should  be 
amended  ? 

Mr.  Moore.  I think  the  bill  should  prescribe  and  clarify  the  method 
under  which  the  pensioner  will  get  his  payment,  and  make  provision 
that  will  preclude  the  possibility  of  that  person  getting  $200  a month 
from  four  or  five  different  sources  within  a 30-day  period.  That  is  a, 
matter  of  administrative  detail,  but  I think  it  is  something  that  might 
well  be  included  within  the  bill. 

I think  that  “ financial  transactions  ” should  be  defined,  and  I think 
that  “ gainful  occupations  ”,  possibly,  should  be  defined. 

Mr.  Cooper.  Is  that  all  ? 
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Mr.  Moore,  I looked  through  the  bill  and  I do  not  recall  seeing  a 
statement  there  appropriating  money. 

Mr.  Cooper.  When  did  you  first  see  the  McGroarty  bill  ? 

Mr.  Moore,  Monday  morning.  I saw  it  for  about  25  minutes  or 
half  an  hour. 

Mr.  Cooper.  After  you  had  left  Colorado? 

Mr.  Moore.  Yes. 

Mr.  Cooper.  Would  you  mind  telling  us  who  the  gentleman  is  who 
repeatedly  comes  up  to  you  and  advises  you  while  you  are  giving  your 
testimony  to  the  committee  ? 

Mr.  Moore.  The  gentleman  is  known  to  me  as  Mr.  Peterson. 

Mr.  Cooper.  Mr.  Peterson? 

Mr.  Moore.  Yes,  sir. 

Mr.  Cooper.  Let  the  record  show  that  repeatedly  during  your  pres- 
entation of  this  matter  to  the  committee,  he  has  been  coming  forward 
and  submitting  memoranda  to  you.  I do  not  know  what  they  con- 
tain. That  is  true,  is  it  not? 

Mr.  Moore,  That  is  true ; yes,  sir. 

Mr.  Cooper.  I should  like  the  record  to  show  that. 

Mr.  Moore.  None  of  which  I have  taken  advantage  of,  so  far  as 
that  is  concerned.  I cannot  read  a memorandum  and  talk  at  the  same 
time. 

Mr.  Cooper.  Although  this  person  has  not  appeared  before  the  com- 
mittee as  a witness,  and  there  is  no  information  here  that  he  desires 
to  appear,  so  far  as  you  know,  is  there  ? 

Mr.  Moore.  Of  course,  I do  not  know  what  he  desires. 

Mr.  Cooper.  You  do  not  know  of  any  desire  that  he  has  expressed 
to  appear  before  the  committee,  do  you? 

Mr.  Moore.  I do  not;  no,  sir. 

Mr.  Cooper.  You  say  it  is  a Mr.  Peterson? 

Mr.  Moore.  A Mr.  Peterson. 

Mr.  Cooper.  What  position  does  he  occupy  in  the  Townsend  or- 
ganization ? 

Mr.  Moore.  All  I can  say  concerning  Mr.  Peterson,  and  say  truth- 
fully, is  this,  that  I know  Mr.  Peterson  is  a man  who  is  around  the 
Townsend  headquarters  with  Dr.  Townsend,  when  Dr.  Townsend  is 
in  town.  When  Dr.  Townsend  leaves  town  I know  he  is  not  there. 
What  his  duties  are,  what  his  responsibility  is,  I am  unadvised  and 
cannot  tell  you.  I am  not  a member  of  the  official  Dr.  Townsend 
party  in  this  city.  I came  here  at  the  request  of  my  Denver  people 
alone. 

Mr.  Cooper.  And  your  Denver  people  had  never  seen  the  Mc- 
Groarty bill  ? 

Mr.  Moore.  No,  sir. 

Mr.  Cooper.  You  had  never  seen  it  yourself  before  you  arrived  in 
Washington? 

Mr.  Moore.  No,  sir. 

Mr.  Cooper.  You  do  not  know  and  would  not  undertake  to  say 
whether  your  people  in  Colorado  agree  with  and  approve  of  the 
McGroarty  bill,  wmuld  you  ? 

Mr.  Moore.  I would  say  this,  that  our  people  in  Colorado,  the 
Townsend  people  in  Colorado,  agree  most  heartily  with  the  Town- 
send plan  of  old-age  revolving  pensions  and  that  I agree  most 
heartily  with  that  plan. 
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Mr.  Cooper.  Will  you  not  answer  my  question,  please,  sir? 

Mr.  Moore.  I cannot  say,  sir,  what  my  people  would  do.  I just 
wonder,  gentlemen,  if  you  will  permit  this  query  before  I answer? 
If  I am  being  asked  to  take  a position  on  the  record  before  this  com- 
mittee that  I will  not  support  the  McGroarty  bill?  I do  not  pro- 
pose to  make  any  such  statement,  because  the  McGroarty  bill  as  now 
before  you  is  not  final,  of  course.  It  is  subject  to  all  the  rules  of 
legislative  bodies  to  correct  defects.  I do  not  propose  to  say  that  I 
will  not  support  the  McGroarty  bill  so  that  the  Townsend  people 
out  in  Colorado  can  be  told  that,  “ Your  own  representative,  Otto 
Moore,  went  down  there  and  said  that  he  would  not  support  the 

bill.” 

The  bill  can  be  changed.  You  can  correct  those  defects.  Then  I 
will  support  it.  That  is  the  point  I want  to  make. 

Mr.  Cooper.  All  right,  then  just  allow  me  to  make  this  statement 
to  you.  There  is  no  disposition  on  my  part  to  try  to  make  you  say 
anything. 

Mr.  Moore.  Absolutely;  I understand. 

Mr.  Cooper.  I am  simply  trying  to  act  in  my  capacity  and  dis- 
charge my  duty  as  I see  it,  as  a member  of  this  committee.  I am 
asking  for  information,  for  light  on  this  subject.  I have  a right 
to  assume  that  when  you  or  any  man  appears  before  this  committee 
advocating  a measure,  that  you  are  informed,  that  you  possess  infor- 
mation that  you  are  prepared  to  give  us,  that  you  are  willing  to 
enlighten  the  committee,  and  be  helpful  to  us.  Is  not  that  a fair 
proposition. 

Mr.  Moore.  That  is  a fair  proposition. 

Mr.  Cooper.  It  is  not  my  purpose  to  try  to  make  you  say  anything 
one  way  or  another,  because,  frankly,  I am  just  trying  to  get  infor- 
mation that  will  be  helpful  in  analyzing  a matter  which  you  say  is 
one  of  great  importance ; and  it  is,  is  it  not  ? 

Mr.  Moore.  I believe  it  is. 

Mr.  Cooper.  You  say  it  is  not  your  intention  to  make  the  state- 
ment that  you  are  opposed  to  the  McGroarty  bill,  or  that  you  would 
not  support  it.  I am  just  wondering  if  you  will  frankly  make  the 
statement  that  you  favor  the  McGroarty  bill  as  it  now  stands. 

Mr.  Moore.  No  lawyer  that  has  any  conscience  whatever  would 
be  for  something  that  he  felt  contained  unconstitutional  provisions. 

Mr.  Cooper.  All  right,  I think  that  is  a fair  statement.  That  is 
what  I wTas  trying  to  make  clear. 

Mr.  Moore.  But  it  is  not  anything  that  of  necessity  defeats  the 
McGroarty  bill.  That  is  the  point  that  I make ; that  is,  in  its  present 
form. 

Mr.  Cooper.  On  that  point  let  me  ask  you  this  question:  If  this 
bill  contains  provisions  which  you  as  a lawyer,  and  which  I as  a 
lawyer,  conscientiously  feel  are  unconstitutional,  we  could  not  sup- 
port it  with  those  provisions  in  it,  could  we  ? 

Mr.  Moore.  Not  until  they  had  been  removed,  if  possible  of  re- 
moval. 

Mr.  Cooper.  You  said  something  a moment  ago  about  the  appro- 
priation feature.  I did  not  quite  catch  your  comment  on  that  point. 
Would  you  be  kind  enough  to  repeat  it? 

Mr.  Moore.  I do  not  recall  it.  Bear  in  mind  I am  not  much  of 
a hand  at  drafting  bills. 
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Mr.  Vinson.  I heard  the  suggestion  of  the  gentleman.  It  was 
that  he  looked  through  the  bill  and  he  failed  to  find  any  provision 
for  appropriation. 

Mr.  Moore.  That  is  my  recollection  of  it  at  this  time.  Ordinarily, 
a bill  starts  off,  “ There  is  hereby  appropriated  from  funds  in  the 
United  States  Treasury  not  otherwise  appropriated,”  so  much  money. 

Mr.  Vinson.  The  gentleman  is  correct. 

Mr.  Moore.  I do  not  recall  that. 

Mr.  Cooper.  Of  course,  the  exact  language  in  a bill  of  this  type,  un- 
der consideration  by  this  committee,  would  be,  “ There  is  hereby  au- 
thorized to  be  appropriated.”  Legislative  committees  do  not  appro- 
priate. They  authorize  appropriations  and  in  due  course  the  ap- 
propriations committee  brings  in  an  appropriation  bill  covering  those 
items  of  appropriation. 

Mr.  Moore.  I found  no  provision  on  that  subject. 

Mr.  Cooper.  There  is  not  only  no  appropriation  in  this  bill,  but 
there  is  no  authorization  for  any  appropriation,  is  there  ? 

Mr.  Moore.  I do  not  recall  that  I saw  that.  That  is  the  point  that 
I had  in  mind. 

Mr.  Cooper.  Of  course,  there  would  have  to  be  an  authorization  for 
money  to  be  appropriated  if  the  plan  is  going  to  be  worth  anything 
at  all,  would  there  not  ? 

Mr.  Moore.  Certainly. 

Mr.  Cooper.  This  cannot  get  very  far  without  money,  can  it  ? 

Mr.  Moore.  No.  If  you  go  out  and  collect  money,  and  there  is  no 
authority  to  pay  it  out,  nobody  is  going  to  get  much  until  that  au- 
thority is  granted. 

Mr.  Cooper.  That  is  the  way  I look  at  it.  The  bill  is  imperfect  in 
that  it  does  not  cover  the  prime  essential  that  should  be  covered;  is 
not  that  so  ? 

Mr.  Moore.  That  is  possibly  true;  I think  quie  probably.  Might 
I suggest  this,  if  the  substitute  measure  does  take  care  of  those  situa- 
tions in  an  adequate  manner,  anything  that  has  been  said  in  favor  of 
the  bill  upon  its  merits  does  not  need  to  be  repeated. 

Mr.  Cooper.  You  appreciate  this  fact,  do  you  not,  that  a plan  or  an 
idea  or,  as  some  have  said,  a scheme,  might  be  advanced.  But  it  is 
quite  a different  thing  to  have  a measure  carrying  that  idea  into  effect, 
is  it  not? 

Mr.  Moore.  Certainly. 

Mr.  Cooper.  And  yet  the  measure  that  seeks  to  carry  it  into  effect 
is  the  all-important  thing,  is  it  not  ? 

Mr.  Moore.  Absolutely. 

Mr.  Cooper.  Now,  as  I understood — and  I wTant  to  be  fair — as  I 
understood  Dr.  Townsend  when  he  appeared  before  the  committee, 
he  said  in  his  opening  statement  that  he  was  here  asking  that  the 
McGroarty  bill  be  substituted  for  the  old-age  pension  title  or  provi- 
sion of  the  administration’s  social-security  bill.  Would  you  agree 
to  that? 

Mr.  Moore.  Well,  that  would  call  for  a knowledge  and  analysis 
of  the  administration’s  social-security  bill  which  I question  that  I 
have. 

Mr.  Cooper.  No;  I do  not  think  it  needs  that.  We  have  the  admin- 
istration’s social-security  bill  here,  which  has  a title,  or  a part  of  the 
bill,  relating  to  the  subject  of  old-age  pensions.  I submit  that  in 
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practical  application  Dr.  Townsend’s  request  would  simply  mean 
this:  That  the  committee  just  take  that  part  out  of  the  adminis- 
tration’s bill  and  put  the  McGroarty  bill  there  in  its  place.  Would 
not  that  be  a fair  interpretation  of  his  statement? 

Mr.  Moore.  I do  not  believe  I heard  the  statement. 

Mr.  Cooper.  All  right.  I am  telling  you  that  my  recollection  and 
my  understanding  are  that  he  stated  to  the  committee  that  he  was 
here  advocating  that  the  McGroarty  bill  be  substituted  in  the  admin- 
istration’s measure  for  the  old-age  pension  title  or  section  of  it.  As- 
suming that  he  did  do  that,  and  that  that  is  his  wish,  his  desire, 
would  you  agree  to  that  proposition  ? 

Mr.  Moore.  Not  without  amendment. 

Mr.  Cooper.  I think  that  is  all. 

The  Chairman.  Do  you  appear  as  an  attorney  for  the  Townsend 
people  or  just  as  a private  individual? 

Mr.  Moore.  As  a private  individual. 

The  Chairman.  Are  your  expenses  paid  by  anyone  but  yourself; 
and  if  so,  who  pays  them  ? 

Mr.  Moore.  My  expenses  have  been  defrayed  by  110  Townsend 
clubs  in  the  city  and  county  of  Denver.  I have  received  $350  from 
those  clubs  to  come  to  Washington  and  spend  approximately  30  days’ 
time  here,  call  upon  our  local  Representatives  and  Senators,  and 
endeavor  to  get  their  attitude  with  regard  to  the  plan. 

The  Chairman.  Is  Dr.  Townsend  here  now? 

Mr.  Moore.  I do  not  know.  He  was  not  here  yesterday.  I called 
at  the  office  and  he  was  not  in  town  yesterday. 

The  Chairman.  It  would  be  a little  bit  difficult  to  amend  the  bill 
materially  or  rewrite  it  substantially,  in  the  absence  of  the  author 
of  the  plan,  would  it  not? 

Mr.  Moore.  I question  very  much  that  Dr.  Townsend  has  much  of 
an  idea  concerning  the  legal  requirements  of  legislation.  I do  not 
think  his  presence  would  be  required  at  all. 

The  Chairman.  The  plan  is  being  sold  on  his  reputation. 

Mr.  Moore.  I beg  to  differ  with  you. 

The  Chairman.  I cannot  understand  what  there  is  to  get  excited 
about  in  a plan,  the  leadership  of  which  is  in  the  hands  of  a man 
who,  it  is  understood  now,  knows  little  about  it  in  a practical  way; 
who  knows  very  little  about  how  to  draft  legislation  of  this  kind, 
or  what  the  effects  of  it  would  be.  Is  not  that  rather  a peculiar  atti- 
tude for  you  to  find  yourself  in  in  support  of  this  bill  ? 

Mr.  Moore.  Not  at  all,  sir. 

The  Chairman.  You  have  not  clarified  the  situation;  you  say  Dr. 
Townsend  is  not  capable  of  clarifying  the  situation. 

Mr.  Moore.  I say,  sir,  that  I believe  that  we  can  incorporate  the 
Townsend  plan  into  a bill. 

The  Chairman.  Do  you  not  think  you  should  have  done  that  be- 
fore you  came  here  as  a witness?  We  cannot  just  sit  here,  delay 
these  hearings,  delay  the  final  consideration  of  this  bill,  when  the 
proponents  come  here  unprepared  to  support  the  very  measure  which 
they  submit  to  the  committee. 

Mr.  Vinson.  I think,  Mr.  Chairman,  the  gentleman  had  a right 
to  expect  that  the  job  would  be  in  better  shape  than  it  is.  I think 
that  was  a reasonable  assumption  on  his  part. 
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The  Chairman.  You  spoke  of  certain  economists  out  in  Colorado 
who  have  studied  this  plan. 

Mr.  Moore.  Yes,  sir. 

The  Chairman.  Why  are  they  not  here  to  answer  questions,  to 
explain  their  proposal  to  the  committee?  You  say  you  are  not  an 
economist  and  you  cannot  do  it.  Why  are  not  they  here  to  do  it? 

Mr.  Moore.  It  is  a physical  impossibility  for  them  to  get  away 
from  their  places  of  employment.  It  is  not  everyone  who  can  break 
away. 

Tlie  Chairman.  Do  you  not  think  that  someone  who  is  an  econo- 
mist, and  who  could  answer  questions,  who  can  throw  some  light  on 
this  very  important  matter  for  the  benefit  of  the  committee,  should 
be  here  to  give  us  the  information  we  want,  to  help  us  remove  the 
difficulties  that  puzzle  us? 

Mr.  Moore.  You  are  asking  my  personal  opinion  as  to  whether  that 
would  be  wise.  Well,  my  personal  opinion  is  this:  I do  not  have  a 
great  deal  of  confidence  in  the  opinions  of  economists. 

The  Chairman.  Then  why  do  you  give  them  as  authorities  in  favor 
of  this  bill  ? If  their  opinions  are  not  worth  anything  why  use  them 
as  authorities  to  recommend  the  passage  of  the  bill?  Do  you  think 
that  we  can  handle  legislation  of  this  kind  without  the  work  and 
judgment  of  actuaries  and  economists  and  other  specialists? 

Mr.  Moore.  Actuaries  and  statisticians  are  absolutely  essential,  in 
my  judgment,  to  a determination  of  the  basis  upon  which  you  are 
going  to  levy  this  tax.  But  further  than  that,  I question  very  much 
whether  the  opinion  of  an  economist  is  worth  a great  deal.  Every- 
man is  an  economist  to  a certain  extent.  Sometimes  I feel  that  possi- 
bly the  only  difference  between  an  economist  who  prophesies  what 
something  will  do  at  a future  time  and  a fortune  teller  is  that  there 
is  grave  danger  that  the  economist  will  be  taken  more  seriously  more 
frequently  than  the  fortune  teller. 

The  Chairman.  Do  you  not  think  that  you  rather  discount  your 
own  intelligent  testimony  when  you  link  economists  in  this  country, 
many  of  whom  occupy  important  positions  as  heads  of  colleges  and 
universities,  who  are  outstanding  men,  with  fortune  tellers?  Do  you 
do  that  seriously? 

Mr.  Moore.  No ; I cannot  say  that  I do.  But  at  the  same  time 
the  thought  I had  in  mind  was  this:  You  can  get  experts  pro  and 
con  on  practically  any  subject  matter.  We  lawyers  know  that  to 
be  true. 

The  Chairman.  I agree  with  you  there. 

Mr.  Moore.  And  we  can  analyze  it  and  subject  it  to  a reasonable 
application  within  our  own  experience. 

Mr.  Hill,  Mr.  Chairman,  I should  like  to  ask  one  question : Have 
you  thought  this  plan  through,  to  determine  in  your  own  mind  what 
the  effects  would  be  on  the  depreciation  of  the  purchasing  value  of 
the  dollar? 

Mr.  Moore,  I have.  I have  clone  that  to  the  very  best  of  my 
ability  and  with  a sense  of  responsibility  to  many  people.  I have 
endeavored  to  arrive  at  a conclusion.  Before  I took  any  activity  in 
this  connection  whatever  I talked  with  many  people.  I visited 
many  stores.  I went  into  many  stores,  and  I asked  the  proprietors 
of  those  stores  what  they  thought,  what  their  opinion  was,  what 
their  reaction  was  on  what  effect  this  would  have  on  their  business. 
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Mr.  Hill.  It  would  call  for  a great  inflation  of  the  circulating 
medium,  would  it  not? 

Mr.  Moore.  Well,  it  would  call  for  a great  increase  in  the  velocity 
of  the  circulating  medium,  and  to  some  extent,  not  to  exceed,  in  my 
judgment,  three  or  four  billion  dollars,  an  increased  amount  of  the 
circulating  medium. 

Mr.  Hill.  To  get  inflation  of  the  circulating  medium  you  con- 
sider both  volume  and  velocity  of  circulation;  both  are  important, 
are  they  not? 

Mr.  Moore.  Yes;  but  not  equally  important,  in  my  opinion.  I am 
not  an  expert*  gentleman.  I am  just  giving  you  my  own  individual 
conclusions. 

Mr.  Hill.  That  is  what  I am  trying  to  understand.  You  have  at 
least  studied  the  question  somewhat  in  order  to  have  come  to  some 
intelligent  conclusion  on  it. 

Mr.  Moore.  I have. 

Mr.  Hill.  By  increasing  the  volume  and  the  velocity  of  the  cur- 
rency, and  the  credit,  based  upon  the  currency  that  circulates  as 
cash,  you  must  of  necessity,  under  a plan  of  this  character,  greatly 
inflate  the  dollar  and  thereby  reduce  the  purchasing  value  of  the 
dollar. 

Mr.  Moore.  I have  come  to  this  conclusion,  that  in  time  of  neces- 
sity, by  an  increase  in  the  price  of  commodities,  the  dollar  would 
buy  less  by  10  to  15  percent. 

Mr.  Hill.  Why  do  you  limit  it  to  10  to  15  percent  ? 

Mr.  Moore.  Because  we  claim  that  Dr.  Townsend’s  plan  will  re- 
produce a prosperity  of  the  year  1929  at  least.  We  know  that  men 
were  working  then,  that  it  was  not  as  hard  to  get  a job.  We  know 
that  wages  were  higher.  I see  no  reason  for  an  increase  in  prices 
or  an  increase  in  the  cost  of  production,  or  any  marked  change  in 
the  economic  system,  insofar  as  wages  or  things  of  that  kind  are 
concerned  from  the  year  1929.  We  propose  to  reproduce  the  year 
1929  as  a minimum. 

Mr.  Hill.  Dr.  Townsend,  in  his  testimony,  stated  that  in  his 
opinion  if  the  Townsend  plan  is  put  into  operation  it  would  quad- 
ruple the  turnover  of  the  dollar  over  what  it  was  in  1929.  That  was 
testified  by  him  and  by  Mr.  Hudson. 

Mr.  Moore.  I heard  that  statement. 

Mr.  Hill.  That  the  turnover  in  1929  was  192 ; now  if  you  multiply 
that  by  4 you  will  not  stop  with  the  economic  situation  in  1929, 
would  you? 

Mr.  Moore.  No. 

Mr.  Hill.  You  will  increase  both  the  volume  of  the  currency 
and  greatly  increase  the  velocity  of  the  circulation. 

Mr.  Moore.  I question  very  seriously  if  Dr.  Townsend  in  his  zeal 
for  his  plan  realized  what  he  said  when  he  said  we  would  quadruple 
that,  because  I do  not  believe  we  will. 

Mr.  Hill.  That  figured  out  that  every  dollar  would  carry  a tax 
burden  of  $10.56.  Do  you  think  a plan  of  that  kind  is  feasible? 
Would  it  contribute  to  prosperity,  or  would  it  not  absolutely  break 
down  and  destroy  the  country? 

Mr.  Moore.  You  mean  this  quadrupling  business? 

Mr.  Hill.  Yes. 
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Mr.  Moore.  I do  not  agree  with  that  assertion,  sir,  because  if  the' 
Townsend  plan  reestablishes  the  level  of  1929,  it  will  create  a na- 
tional income  in  this  Nation  of  approximately  100  billion  dollars — 
between  80  billions  and  100  billions  is  what  it  will  do,  in  my  judg- 
ment. And  I believe  it  will  do  that  thing. 

Mr.  Hill.  On  what  do  you  base  that?  You  have  not  given  us  any 
facts  as  a basis.  You  are  entitled  to  your  belief,  of  course,  but 
simply  to  state  a belief  is  not  a showing  of  economic  facts  as  the 
proper  basis  of  that  belief. 

Mr.  Moore.  I think  this  is  an  economic  fact  that  can  be  proven  as 
such,  that  in  the  year  1929  we  did  over  a 100  billion  dollars  in  tax- 
able transactions,  taxable  under  the  provisions  of  the  Townsend 
plan. 

Mr.  Hill.  I do  not  quite  understand  your  reference  to  100  billion 
dollars.  You  mean  transactions  that  amounted  to  that  much? 

Mr.  Moors.  A trillion,  a hundred  billion 

Mr.  Vinson.  You  have  got  your  figures  mixed  up. 

Mr.  Moore.  Now,  just  a moment.  A 1,000  billion  is  what  I 
am  endeavoring  to  say. 

Mr.  Vinson.  It  was  testified  the  other  day  that  the  amount  was 
1,200  billion. 

Mr.  Moore.  They  said  at  least  1,000  billion  of  taxable  trans- 
actions, taxable  under  the  provisions  of  the  Townsend  bill.  • If  we 
reproduce  that  state  of  business,  and  there  is  a sales  tax  of  2 per- 
cent, it  will  raise  sufficient  money  to  support  the  Townsend  plan. 

Mr.  Vinson.  In  order  to  keep  the  record  straight,  as  I understand 
it,  it  is  not  1,000  billion  but  1,200  billion.  That  is  according  to  Dr. 
Hudson  and  the  year  he  took  was  1929. 

Mr.  Moore.  Yes. 

Mr.  Vinson.  That  is  my  understanding,  that  the  transactions  to- 
taled 1,200  billion  dollars  in  1929. 

Mr.  Moore.  Well,  your  own  Government  heads  of  your  statistical 
departments  concede  that  point. 

Mr.  Vinson.  I just  wanted  to  get  the  record  straight.  You  said 
1,000  billion  and  they  say  1,200  billion.  And  they  have  authority 
for  that. 

Mr.  Moore.  Accepting  that  authority,  I believe  a 2-percent-trans- 
actions  sales  tax  will  enable  us  to  reproduce  the  conditions  of  that 
year,  and  I think  we  will.  My  guess  is  as  good  as  yours,  and  yours 
is  as  good  as  mine,  as  to  whether  that  is  a reasonable  conclusion. 

Mr.  Hill.  They  are  all  guesses,  are  they  not  ? 

Mr.  Moore.  No,  sir;  that  is  no  guess.. 

Mr.  Vinson.  Just  one  moment.  I do  not  think  that  this  authority 
says  that  there  are  1,200  billion  dollars  of  transactions  taxable  under 
this  bill. 

Mr.  Moore.  No;  it  does  not. 

Mr.  Vinson.  We  want  to  keep  that  straight.  The  authority  to 
which  Dr.  Hudson  referred  was  Dr.  Goldenweiser,  and  he  said  that, 
there  were  1,200  billions  of  transactions. 

Mr.  Moore.  Yes. 

Mr.  Vinson.  In  1933  that  dropped  to  400  billions  in  transactions-, 
but  that  is  all-inclusive;  that  does  not  exclude  all  these  transactions 
that  we  have  in  mind  when  we  talk  about  a definition  of  financial 
transactions,  which  will  be  excluded. 
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Mr.  Moore.  Dow- Jones  says  that  1,165  billions  in  business  was 
transacted  in  the  year  1929. 

Mr.  Vinson.  But  you  are  not  seeking  to  tax  all  transactions.  That 
includes  $981,000,000,000  of  bank  clearances. 

Mr.  Moore.  That  is  true. 

Mr.  Vinson.  And  in  1929  there  was,  therefore,  $981,000,000,000  of 
bank  clearances.  That  is  wdiat  we  are  discussing.  I recall  that  there 
was  a difference  between  us  of  $1,000,000,000;  I believe  he  said 
$982,000,000,000  and  the  figures  I had  showed  $981,000,000,000.  You 
say  you  do  not  tax  bank  clearances,  and  when  you  take  the  debit 
columns  in  the  banks  amounting  to  billions  of  dollars  that  will  be 
excluded  from  the  total,  even  on  the  1929  basis. 

Mr.  Hill.  Assuming  it  has  this  result,  that  you  have  1,000  millions 
in  transactions,  and  you  collect  the  tax  on  that  of  24  millions  a year, 
that  is,  with  the  2-percent  tax,  giving  that  yield,  you  would  have  an 
inflation  there  that  would  absolutely  destroy  the  purchasing  value 
of  the  dollar,  and  that  is  one  of  the  things  I am  calling  to  your  at- 
tention. Assuming  that  you  are  correct  as  to  the  amount  of  the  tax 
to  be  produced,  what  would  be  the  effect  on  the  purchasing  value  of 
the  dollar  if  this  bill  were  in  effect? 

Mr.  Moore.  I do  not  think  it  would  have  any  different  effect  than 
a like  situation  existing  in  the  past  has  ever  had. 

Mr.  Hill.  We  have  never  had  anj^  like  situation. 

Mr.  Moore.  No;  but  we  have  had  that  amount  of  business  being 
consumed  and  transacted  before,  and  it  did  not  have  any  such  effect. 

Mr.  Hill.  We  have  not  had  a tax  that  requires  this  great  increase 
in  the  volume  of  currency  and  increased  distribution  of  that  cur- 
rency. You  have  started  this  wheel  spinning  at  such  a dizzy  speed 
that  you  cannot  tell  where  it  will  lead.  The  velocity  of  circulation 
does  tend  to  largely  increase  the  volume  of  the  circulating  medium, 
but  you  have  not  followed  that  through.  What  advantage  will  it 
be  to  a man  if  he  gets  $200  and  it  will  not  buy  as  much  as  $10  will 
buy  now? 

Mr.  Moore.  I do  not  agree  with  your  conclusion. 

Mr.  Hill.  You  have  not  given  any  reason  why  you  do  not  believe 
that. 

Mr.  Moore.  It  is  all  a matter  of  conclusion.  If  you  conclude  that 
we  are  going  to  get  $18,000,000,000  a year  of  new  currency  and  put 
it  into  the  channels  of  trade,  you  are  making  a wrong  conclusion. 

Mr.  Hill.  I do  not  have  to  do  that,  because  you  say  you  can  add 
three  or  four  billion  dollars. 

Mr.  Moore.  If  the  expense  of  the  pension  roll  for  the  first  month 
is  put  up  by  the  Government  and  it  is  collected  back  within  the  ensu- 
ing 30  days  for  redistribution  at  the  end  of  the  30  days 

Mr.  Hill  (interposing).  O'f  course,  you  are  assuming  that. 

Mr.  Moore.  That  is  the  program,  as  I understand  it. 

Mr.  Hill.  You  say  there  would  be  over  $4,000,000,000.  We  have 
5y2  billions  outstanding  now,  and  if  you  add,  say,  three  billions  to 
that,  you  have  8 y2  billions,  and  if  you  multiply  that  by  528,  the 
velocity  of  circulation,  and  add  to  that  the  straight  circulation  of 
credit,  which  is  conceded  to  stand  in  the  ratio  of  9 to  1 of  actual 
cash,  you  can  see  what  you  have  in  the  way  of  the  volume  of  circulat- 
ing medium,  and  you  can  draw  a conclusion  as  to  what  effect  that 
will  have  on  the  purchasing  value  of  the  dollar. 
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You  have  not  studied  that  out,  and  yet  you  propose  something  that 
you  have  not  studied  out. 

Mr.  Moore.  I beg  your  pardon ; I have  studied  this  to  my  complete 
satisfaction,  and  included  the  matter  you  have  in  mind. 

Mr.  Vinson.  Let  us  see  what  your  conclusions  are.  In  1929  we 
were  told  that  the  velocity  of  the  dollar  was  132 ; is  that  correct  ? 

Mr.  Moore.  Yes,  sir. 

Mr.  Vinson.  Dr.  Townsend  says  this  would  make  it  528.  But  you 
say  that  is  all  haywire. 

Mr.  Moore.  I say  that  was  a statement  made  by  the  doctor  out  of  a 
religious  devotion  to  his  cause,  and  it  was  not  thought  out  at  the 
beginning.  I have  the  highest  admiration  and  respect  for  the  doctor. 

Mr.  Vinson.  But  you  do  not  have  much  respect  for  his  conclusions. 

Mr.  Moore.  Not  for  that  statement,  from  the  standpoint  of  facts. 

Mr.  Vinson.  You  think  that  is  a conclusion  that  came  from  his 
zeal  for  the  cau.se? 

Mr.  Moore.  I believe  so ; and  that  it  wTas  not  considered  by  him. 

Mr.  Vinson.  What  do  you,  as  a cold  deliberate  lawyer,  in  lawyerlike 
fashion — and  you  impress  me  as  being  a good  trial  lawyer — what  do 
you  say  the  velocity  of  the  dollar  would  be  when  this  plan  gets  into 
full  operation? 

Mr.  Moore.  I would  say  the  velocity  of  the  dollar  would  not  exceed 
the  1929  level  by  more  than  12  or  i 4 points,  that  it  would  not  go 
higher  than  150,  in  my  opinion,  and  it  would  start  off  at  that  rate. 

Mr.  Vinson.,  In  other  words,  with  this  plan  in  full  operation,  it 
would  not  increase  the  velocity  of  the  dollar  but  18  times,  or  from 
132  to  150;  is  that  right? 

Mr.  Moore.  I say  mjr  statement  is  this : That  it  will  reproduce 
approximately  the  year  1929,  and  the  dollar  will  be  about  the  same 
as  it  was  in  1929,  and  I believe  it  will  exceed  it  slightly.  The  national 
income  might  well  be  expected  to  go  somewhere  between  80  and  100 
billion  dollars  per  annum. 

Mr.  Vinson.  Of  course,  when  you  use  the  figures  of  80  or  100  billion 
dollars 

Mr.  Moore  (interposing).  That  is  aside  from  the  point  in  connec- 
tion with  the  velocity  of  the  dollar. 

Mr.  Vinson.  It  is  a question  of  what  your  dollar  is  worth  in  the 
year,  when  the  amount  reaches  80  or  100  billions,  as  compared  to  the 
value  of  the  dollar  in  1929 ; is  not  that  correct  ? 

Mr.  Moore.  That  is  correct. 

Mr.  Vinson.  In  other  words,  you  might  have  a sum  total  of 
dollar  national  income  of  80  to  100  billion  dollars  a year,  but  yet,  if 
the  value  in  the  dollar  was  depreciated  as  compared  to  the  value  of 
the  dollar  in  1929,  you  actually  would  not  have  in  the  1929  dollar  an 
80  or  100  billion  dollar  income,  would  you  ? 

Mr.  Moore.  Not  in  buying  power,  if  that  result  followed.  That 
is  where  you  and  I part  company.  I do  not  think  that  result  will 
follow. 

Mr.  Vinson.  The  thing  which  it  is  hard  for  me  to  visualize  is  the 
vast  difference  between  the  velocity  of  the  dollar  expressed  by  you, 
and  that  expressed  by  Dr.  Townsend,  the  advocate  of  the  plan,  who, 
as  I recall,  and  this  is  purely  from  memory,  bottomed  liis  conclusion 
as  to  this  being  a return  to  prosperity  on  the  fact  that  this  velocity  of 
the  dollar  would  increase  four  times  that  which  it  possessed  in  1929. 
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Mr.  Moore.  Four  times  that  which  it  possesses  now  ? 

Mr.  Vinson.  Four  times  that  which  it  possessed  in  1929.  If  there 
is  any  question  about  that,  I am  willing  to  turn  to  Dr.  Townsend’s 
testimony  in  the  record. 

Mr.  Moore.  I heard  his  statement;  you  are  correct  in  your  state- 
ment. 

Mr.  Vinson.  That  he  bottomed  the  success  of  his  plan  upon  the 
increased  velocity  of  the  dollar  by  four  times  that  which  it  possessed 
in  1929. 

Mr.  Moore.  Mr.  Hudson  did  not  tell  you  that. 

Mr.  Vinson.  Mr.  Hudson  was  mighty  fair  and  splendid  in  his 
statement.  He  told  us  several  things  that  Dr.  Townsend  did  not 
tell  us.  I recall  distinctly  the  frankness  with  which  Mr.  Hudson 
testified.  Dr.  Townsend  did  not  have  the  experience  that  permitted 
him  to  respond  to  the  question  asked  him. 

Mr.  Moore,  I think  Dr.  Townsend  is  qualified  to  speak  upon  the 
humanitarian  effect  of  this  measure  in  a very  fine  way. 

Mr.  Vinson.  I do  not  know  that  there,  is  any  difference  in  the 
heart  and  soul  of  any  conscientious,  sincere,  God-fearing  men  and 
women  as  to  this  problem ; but,  of  course,  you  cannot  permit  the 
zeal  to  which  you  referred  a minute  ago,  to  completely  control  the 
operation  of  mental  processes,  can  you? 

Mr.  Moore.  No,  sir. 

Mr.  Vinson.  If  I understand  you  correctly,  you  do  not  think  that 
the  velocity  of  the  dollar  will  be  increased  appreciably  over  what 
it  was  in  1929? 

Mr.  Moore.  Not  over  1929,  but  to  some  small  extent,  about  four 
times. 

Mr.  Vinson.  I believe  you  said  it  would  possibly  run  up  to  150- 

Mr.  Moore.  That  is  my  judgment,  from  the  analysis  I have  given  it. 

Mr.  Vinson.  As  to  your  idea  of  a financial  transaction,  if  a man  had 
a mortgage  on  his  property  and  he  took  the  cash  over  to  the  mortga- 
gee and  paid  the  mortgage,  would  there  be  a tax  on  that  transaction  ? 

Mr.  Moore.  Was  the  mortgage  in  existence  prior  to  the  enactment 
of  the  plan  ? 

Mr.  Vinson.  We  will  say  that. 

Mr.  Moore.  My  understanding  of  the  intent  of  this  movement  is 
that  it  is  not  to  include  a thing  of  that  kind. 

Mr.  Vinson.  Dr.  Townsend  interspersed  in  his  statement  a remark 
that  it  was  ex  post  facto,  but  I have  never  heard  of  an  ex  post  facto 
law  applying  to  civil  transactions.  I may  be  wTrong  about  that,  but  I 
thought  that  referred  to  criminal  matters. 

But,  anyway,  he  meant  that  the  debt  having  been  incurred  in  the 
past,  he  did  not  think  it  would  apply and  I understand  that  is  your 
opinion  ? 

Mr.  Moore.  That  is  my  opinion  of  it. 

Mr.  Vinson.  Let  us  say  that  the  bill  is  in  operation  and  a mortgage 
is  put  upon  a man’s  home  and  he  makes  a payment  to  the  mortgagee 
after  this  bill  goes  into  effect.  Is  that  a financial  transaction  that 
would  be  subject  to  the  tax? 

Mr.  Moore.  You  say  he  makes  a payment  on  the  mortgage  after  the 
bill  goes  into  effect? 

Mr.  Vinson.  Yes. 
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Mr.  Moore.  Not  a payment  upon,  a mortgage  the  consideration  for 
the  execution  of  which  has  been  received  prior  to  the  adoption  of  the 
plan. 

Mr.  Vinson.  I am  coming  down  to  the  bill  as  to  the  effect  it  would 
have  upon  such  a payment.  Say  I give  a mortgage  subsequent  to  the 
time  of  the  effective  date  of  the  act  and  then  make  a payment  on  the 
mortgage. 

Mr.  Moore.  I would  not  say  so. 

Mr.  Vinson.  Then,  as  I understand  it,  you  would  not  have  any  tax 
on  that  mortgage  payment. 

Mr.  Moore.  On  the  original  transaction? 

Mr.  Vinson.  The  only  transaction  you  have  had  upon  it  since  the 
act  went  into  effect. 

Mr.  Moore.  If  I come  to  you  and  borrow  $1,000  from  you,  and  the 
money  passed  after  the  act  may  have  been  adopted,  I think  I would 
have  to  pay  a tax  on  that  transaction. 

Mr.  Vinson.  You  would  say  that  is  a financial  transaction? 

Mr.  Moore.  I would  say  so ; yes. 

Mr.  Vinson.  Who  would  pay  the  tax? 

Mr.  Moore.  In  the  last  analysis  I have  never  been  able  to  discover 
any  method  of  keeping  the  person  who  borrows  the  money  from 
paying  the  tax.  We  are  the  fellows  who  pay  it. 

Mr.  Vinson.  So,  under  your  idea  of  what  this  bill  would  do — the 
bill  does  not  say  a thing  about  that — but  under  your  idea  of  what  a 
financial  transaction  should  be,  who  should  pay  the  tax  ? 

Mr.  Moore.  I think  the  seller  is  the  person  who  would  pay  the  tax 
if  he  is  loaning  his  money,  but  he  would  place  it  on  the  borrower; 
he  would  deduct  the  amount  from  the  amount  the  borrower  receives. 

Mr.  Vinson.  Is  that  correct;  that  would  put  the  tax  upon  the 
mortgagor,  would  it  not? 

Mr.  Moore.  If  he  did  that. 

Mr.  Vinson.  Who  should  pay  that  tax?  Here  is  a tax  levied  by  a 
Federal  law;  who  will  pay  that  tax,  the  mortgagor  or  the  mortgagee, 
under  the  administration  of  this  bill? 

Mr.  Moore.  That  is  not  defined  here. 

Mr.  Vinson.  I understand;  I mean  under  your  notion  of  what  it 
should  be. 

Mr.  Moore.  I do  not  know  that  I have  turned  that  over  in  my  mind 
sufficiently  to  state  who  should  pay  the  tax;  the  tax  should  be  paid, 
and  the  transaction  could  carry  the  tax. 

Mr.  Vinson.  Then  it  is  a financial  transaction? 

Mr.  Moore.  Certainly  it  is. 

Mr.  Vinson.  I wanted  to  know  what  your  idea  was  as  to  whom 
the  Treasury  should  make  pay  that  tax. 

Mr.  Moore.  I do  not  know  that  it  makes  a great  deal  of  difference 
who  pays  it. 

Mr.  Vinson.  Yes;  it  does. 

Mr.  Moore.  So  it  is  fixed  somewhere. 

Mr.  Vinson.  What  is  your  notion  ? 

Mr.  Moore.  Practically,  off-hand,  I would  say  now  that  the  man 
who  borrowed  the  money  would  have  to  pay  the  tax. 

Mr.  Vinson.  The  man  who  borrows  the  money  would  have  to  pay 
the  tax  upon  the  payment  he  makes  to  the  man  from  whom  he  bor- 
rows the  money? 


ECONOMIC  SECURITY  ACT  1013 

Mr.  Moore.  Yes;  that  is  my  thought  of  it  at  this  time;  I do  not 
see  how  you  can  get  around  it. 

Mr.  Vinson.  What  is  Mr.  Hudson’s  notion  as  to  which  one  should 
pay  the  tax  ? 

Mr.  Hudson.  The  man  who  loaned  the  money,  who  receives  the 
profits  and  any  interest. 

Mr.  Vinson.  Will  you  two  gentlemen  tell  us  which  way  we  should 
go?  Both  of  you  are  equally  frank  and  sincere  in  expressing  your 
notions.  I realize  that  you  have  not  studied  it  very  much ; at  least 
the  last  gentleman  who  appeared  admits  he  has  not. 

Which  way  shall  this  committee  go? 

Mr.  Hudson.  Mr.  Vinson,  I am  not  a legal  man;  I am  not  a 
lawyer,  and  I am  not  qualified  to  answer  legal  questions,  nor  do  I 
think  that  Mr.  Moore,  my  good  friend  to  the  left,  is  qualified  to 
answer  a technical  mathematical  question. 

Mr.  Vinson.  That  is  not  a technical  mathematical  question;  that 
is  a simple  problem  of  administration,  which  ought  to  be  clarified. 

Mr.  Hudson.  It  should  be  clarified. 

Mr.  Vinson.  There  ought  not  to  be  any  division  about  it,  but  here 
we  have  a hung  jury. 

If  you  cannot  agree  upon  a simple  proposition  of  that  kind,  how 
do  you  expect  us  to  know  what  you  mean  ? 

Mr.  Moore.  We  can  agree. 

Mr.  Hudson.  My  contention,  Mr.  Vinson 

Mr.  Vinson  (interposing).  If  you  two  gentlemen  will  go  into  a 
conference  and  bring  out  something  that  you  have  agreed  on  we  will 
be  happy  to  have  it. 

Mr.  Hudson.  I want  it  clearly  understood  now  that  my  contention 
as  to  the  definition  of  the  bill  is  that  the  man  who  receives  the 
profit  in  every  case  shall  pay  the  tax.  Undoubtedly,  if  I loaned 
you  $1,000 1 would  do  it  with  the  expectation  of  making  a profit  upon 
my  dollar. 

Mr.  Vinson.  Going  back  to  the  old  proposition,  the  question  of 
profit  is  not  the  criterion,  is  it  ? 

Mr.  Hudson.  No. 

Mr.  Vinson.  It  is  a transaction. 

Mr.  Hudson.  It  is  one  of  the  criteria. 

Mr.  Vinson.  You  collect  the  tax  whether  you  make  a profit  or  not. 

Mr.  Hudson.  Who  owes  the  tax  ? 

Mr.  Vinson.  I can  conceive  of  a case  where  a man  would  borrow 
money  and  execute  a mortgage  and  take  that  money  and  invest  it  in 
some  other  business  and  make  a large  profit  on  it. 

Mr.  Hudson.  He  could  make  a loss. 

Mr.  Vinson.  Yes;  he  could  make  a loss. 

Mr.  Hudson.  We  are  not  interested  in  whether  he  makes  a loss  or 
a profit ; we  are  interested  in  his  paying  the  tax. 

May  I ask  at  this  moment  for  the  privilege  of  correcting  two  state- 
ments that  appear  in  the  record? 

One  is  where  a question  was  asked  me  by  either  Mr.  Cooper  or 
Mr.  Vinson — I do  not  recall  which — that  is  immaterial.  The  ques- 
tion was  as  to  whether  or  not  I would  vote  for  the  McGroarty  bill. 
I said,  “ no,  if  it  was  unconstitutional  ”,  or  words  to  that  effect. 

That  question  was  asked  me,  and  I am  not  a lawyer.  In  my  judg- 
ment, I said  “ no  ” ; but  I did  not  say  I would  not  vote  for  the 
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principle  that  the  Townsend  plan  stands  for;  and  I want  that  cor- 
rected. I am  here  to  defend  the  Townsend  plan,  and  not  to  defend 
the  legality  of  the  McGroarty  bill,  because  I am  not  qualified  to 
do  that. 

Another  thing  is : I did  not  testify  that  our  dollar  would  turn 
over,  after  the  adoption  of  the  Townsend  plan,  to  the  extent  of  132 
times,  as  it  did,  as  I quoted  from  Dow  & Jones,  in  1929,  because  I 
took  the  low  average  of  the  turnover  for  the  past  5 years,  which  was 
34  times  per  year. 

Mr.  Hill.  Dr.  Townsend  did  testify  that  under  his  plan — the 
Townsend  plan — the  dollar  wrould  turn  over  528  times. 

Mr.  Hudson.  I heard  the  doctor  say  that,  very  much  to  my  sur- 
prise. But  I do  not  think  that  the  doctor,  in  his  great  love  for  his 
plan,  should  be  called  upon  to  answer  those  questions. 

Mr.  Hill.  Let  me  ask  you  another  question.  Mr.  Moore  stated 
that  his  expectation  was  that  this  plan  would  put  us  back  to  the 
1929  uosition. 

Mr.  Hudson.  Yes. 

Mr.  Hill.  And  according  to  your  quotation  from  Dow  & Jones 
the  dollar  turned  over  132  times  in  1929. 

Mr.  Hudson.  That  was  their  estimate. 

Mr.  Hill.  If  we  go  back  to  the  1929  basis,  and  if  Dow  & Jonesr 
estimate  as  to  the  turn-over  of  the  dollar  is  correct,  we  would  go 
back  to  a turn-over  132  times  a year  of  the  dollar. 

Mr.  Hudson.  That  is  correct ; but  if  you  did  so,  all  of  your  business 
transacted  in  1929,  instead  of  being  1,200  billion,  would  be  3,000 
billion. 

Mr.  Hill.  It  was  3,000  billion  in  1929. 

Mr.  Hudson.  No,  sir. 

Mr.  Hill.  How  do  you  get  that? 

Mr.  Hudson.  Because  of  the  fact  that  you  did  not  have  forced 
into  the  trade  channels  the  sum  of  $1,100,000,000  per  month  as  you 
will  have  under  this  plan. 

Mr.  Hill.  What  inflationary  effect  would  that  have  on  the  dollar? 

Mr.  Hudson.  I do  not  agree  with  your  statement  about  the  in- 
flationary effect;  because  of  the  fact  that  you  are  down  now  to  the 
low,  we  will  say,  Mr.  Hill,  of  400  billion  in  1933 — and  I think  that 
is  approximately  correct — and  the  reason  you  are  down  to  that  low 
level  in  1933  is  this,  that  the  dollar  lost  its  velocity ; you  had  as  many 
dollars  in  1934  as  you  did  have  in  1929. 

If  you  speed  up  the  velocity  of  the  dollar,  you  naturally  wall  have 
to  take  into  consideration  the  amount  of  dollars  you  add  to  the 
trade  channels  of  $1,500,000,000  every  month,  which  would  comprise 
the  pension  fund,  because  that  will  be  added  to  the  money  that  is 
now  already  being  used  as  a circulating  medium. 

Mr.  Hill.  You  do  agree,  do  you  not,  that  the  velocity  of  the  turn- 
over is  an  influential  factor  as  well  as  the  volume  of  circulating 
currency,  in  bringing  about  inflation  or  deflation. 

Mr.  Hudson.  It  should  be  given  very  serious  consideration;  it  is 
a more  important  factor  than  the  volume  of  velocity  is. 

Mr.  Hill.  Then  the  volume  in  velocity  of  circulation  could  bring 
about  the  devaluation  of  the  dollar? 

Mr.  Hudson.  I think  that  is  correct;  that  would  be  my  judgment- 
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Mr.  Cooper.  If  I may  have  the  attention  of  Mr.  Hudson  for  a mo- 
ment, to  refer  to  the  record  as  to  a statement  you  made  the  other  day. 

Mr.  Hudson.  I think  we  were  granted  the  privilege  of  correcting 
testimony,  which  was  not  done. 

Mr.  Cooper.  I submit  that  this  record  shows  exactly  what  you  said. 

Mr.  Hudson.  Yes;  but  I also  submit  tiiat  we  were  to  have  the  privi- 
lege of  correcting  the  testimony. 

Mr.  Cooper.  You  have  that  privilege  now.  Do  you  mean  by  that 
that  you  want  to  change  a frank,  definite,  positive  statement  that  you 
made  ? 

Mr.  Hudson.  No;  we  do  not.  We  asked  for  the  privilege  of  cor- 
recting the  testimony.  . a ■ / c.  ( 

Mr.  Cooper.  I invite  your  attention  to  page  805  of  ttie  hearing.  I 
assume  it  is  not  necessary  to  cover  all  the  points. 

Mr.  Hudson.  Just  what  point  was  it? 

Mr.  Cooper.  I will  direct  your  attention  to  the  language  I have  in 
mind.  About  three-fourths  of  the  way  down  that  page  you  will  find 
this  colloquy: 

Mr.  Cooper.  I understood  you  to  state  a while  ago  very  frankly — and  I think 
you  have  been  frank  in  your  responses. 

Mr.  Hudson.  I have  tried  to  be. 

Mr.  Cooper.  I understood  you  to  state  awhile  ago  very  frankly  you  think  this 
bill  is  very  loosely  drawn. 

Mr.  Hudson.  I restate  that. 

Mr.  Coopeir.  Would  it  be  fair  to  ask  you  this  question : Suppose  you  sat  in  the 
seats  that  we  occupy  at  this  table.  As  the  bill  now  stands  in  its  present  form, 
do  you  think  you  would  be  safe  in  voting  to  report  it  and  support  it,  as  a repre- 
sentative of  the  people? 

Mr.  Hudson.  No  ; I do  not. 

Mr.  Hudson.  That  is  correct,  Mr.  Cooper ; but,  bear  in  mind,  that  is 
not  a condemnation  of  the  Townsend  plan ; that  may  be  a condemna- 
tion of  the  technical  points  in  the  bill,  which  I am  not  qualified  to 
pass  upon. 

Mr.  Cooper.  But  the  statement  in  the  hearings  is  correct,  as  it 
appears  ? 

Mr.  Hudson.  As  to  the  technical  drawing  of  the  bill,  I say  yes; 
but  I do  not  say  I am  condemning  the  Townsend  plan. 

Mr.  Cooper.  I did  not  ask  you  that. 

Mr.  Hudson.  I know  you  did  not ; I added  that. 

Mr.  Cooper.  Why  go  off  into  all  that?  You  are  simply  trying  to 
state  something  that  was  not  in  the  picture  at  that  time. 

Mr.  Hudson.  That  is  correct. 

Mr.  Cooper.  You  have  been  frank  all  along,  and  I expect  you  to 
continue  to  be. 

Mr.  Hudson.  I am  going  to. 

Mr.  Cooper.  I simply  asked  you  the  question,  as  this  hearing 
shows : 

Would  it  be  fair  to  ask  you  this  question:  Suppose  you  sat  in  the  seats  that 
we  occupy  at  this  table?  As  the  bill  now  stands  in  its  present  form,  do  you 
think  you  would  be  safe  in  voting  to  report  it  and  support  it,  as  a representa- 
tive of  the  people? . 

You  answered — 

No  ; I do  not. 

That  is  the  truth,  is  it  not? 

Mr.  Hudson.  Yes. 
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Mr.  Cooper.  All  right. 

Mr.  Hudson.  But  I want  to  add  that  I did  not  condemn  the  plan 
itself  or  the  principles  of  the  plan. 

Mr.  Cooper.  I did  not  ask  you  the  question,  Do  you  condemn  it  ? 

Mr.  Hudson.  Then  it  should  not  be  put  in  the  record  that  I did 
condemn  it. 

Mr.  Cooper.  I am  not  reading  anything  into  the  record. 

Mr.  Hudson.  Then  it  will  not  be  construed  in  the  record  that  I 
condemn  the  plan. 

Mr.  Cooper.  I am  not  undertaking  to  place  any  construction  on 
what  you  might  have  intended ; I am  calling  attention  to  what  you 
have  said. 

Mr.  Hudson.  You  were  speaking  of  the  technical  part  of  the  bill. 

Mr.  Cooper.  I am  speaking  of  just  what  that  question  said,  on 
the  McGroarty  bill,  as  it  now  stands,  whether  you,  as  a member  of 
the  committee,  would  vote  to  report  it,  or  as  a Member  of  Congress 
would  support  it,  and  you  said,  “ No.” 

Mr.  Hudson.  I want  to  state  at  this  time  that  I am  not  qualified 
to  pass  upon  the  legality  of  any  bill.  I should  not  be  asked  that: 
question,  because  I have  had  but  very  little  experience  in  the  draw- 
ing of  a bill.  I have  not  had  any  experience  along  that  line. 

Mr.  Cooper.  Since  you  have  raised  that  question,  the  preceding 
questions  on  that  page  do  not  refer  to  the  legality  of  the  measure. 
I was  asking  you,  previous  to  that,  some  practical  questions. 

Mr.  Hudson.  Yes. 

Mr.  Cooper.  And  there  was  not  anything  at  that  moment  in  the 
hearing  to  raise  any  question  in  your  mind  as  to  the  legal  phases 
of  the  bill.  I was  §imply  asking  you  some  practical  questions  about 
it,  and  following  that  then  I asked  you  this  question  and  you  replied 
as  indicated  here. 

Mr.  Hudson.  I assumed,  Mr.  Cooper,  that  this  bill  would  be  cor- 
rected and  amended  as  I have  understood  most  all  of  the  bills  are 
corrected  and  amended  before  they  are  reported  on. 

I am  not  standing  upon  the  technicality  of  the  McGroarty  bill  or 
its  legality ; I should  not  be  asked  that. 

The  Chairman.  We  thank  you  for  your  statement. 

Mr.  Hill.  Mr.  Chairman,  I have  here  a statement  prepared  by 
Hon.  Samuel  B.  Pettengill,  a Member  of  the  House  from  the  State  of' 
Indiana,  discussing  the  subject  involved  in  the  so-called  “ Townsend 
old-age  pension  plan.”  I ask  permission  that  this  statement  may  go 
into  the  record. 

The  Chairman.  Without  objection,  it  is  so  ordered. 

(The  statement  above  referred  to  is  as  follows:) 

STATEMENT  OF  HON.  SAMUEL  B.  PETTENGILL,  MEMBER  OF 
CONGRESS,  STATE  OF  INDIANA 

Mr.  Pettengill.  Mr.  Chairman,  the  current  number  of  the  Eagle' 
Magazine,  published  by  the  fraternal  order  of  Eagles,  contains  an 
article  written  by  me  entitled  “Will  the  Townsend  Plan  Work?  ” 

Members  of  your  committee  who  have  read  the  article  have  done 
me  the  honor  to  request  that  it  be  incorporated  in  your  hearings  for 
the  information  of  the  committee  on  the  Congress. 
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I am  glad  to  comply  with  this  request,  and  am  submitting  the  article 
herewith  in  the  form  in  which  it  appears  in  the  magazine.  As  the 
article  was  written  2 months  ago,  I am  adding  at  the  end  a summary 
of  some  thoughts  that  have  occurred  to  me  since  that  time. 

First,  let  me  say  that  I hope  the  plan  will  be  carefully  considered. 
I believe  in  government  by  discussion,  by  the  good-tempered  exchange 
of  honest  views  presented  by  any  American,  be  he  the  humblest.  Even 
if  Dr.  Townsend  is  wrong,  as  I believe  he  is,  nevertheless  he  has  cen- 
tered attention  upon  grave  problems  confronting  us.  The  discussion 
of  his  bill  both  pro  and  con  cannot  help  but  produce  a good  result. 
The  magazine  article  is  as  follows : 

WILL  THE  TOWNSEND  PLAN  WORK  ? 

I do  not  know  Dr.  Townsend.  I concede  that  he  is  acting  in  good  faith,  with, 
good  motives,  and  in  the  honest  belief  that  he  has  the  only  sure-fire  cure  for  the 
depression.  Just  as  honestly,  I believe  his  revolving  old-age  pension  plan  is 
utterly  wrong. 

In  an  address  before  the  National  Conference  on  Economic  Security  on  last 
November  14,  President  Roosevelt  said: 

“ Organizations  promoting  fantastic  schemes  have  aroused  hopes  which  can- 
not possibly  be  fulfilled,  and  through  their  activities  they  have  increased  the 
difficulties  of  getting  sound  legislation.”  These  words  are  highly  significant. 

The  press  has  interpreted  the  President’s  statement  to  refer  directly  to  the 
Townsend  plan.  At  any  rate,  the  words  apply  to  it  with  peculiar  force.  It  is 
fantastic. 

The  Fraternal  Order  of  Eagles  for  many  years  has  carried  on  a praiseworthy 
campaign  for  old-age  pensions  that  are  sound,  socially  defensible,  and  finan- 
cially supportable.  Among  the  many  bills  sponsored  by  the  Eagles  was  one 
passed  by  the  Legislature  of  New  York  and  signed  by  Mp.  Roosevelt  as  governor. 
This  demonstrates  his  sympathy  for  sound  legislation  to  provide  security  in  old 
age. 

It  is  regrettable  that  a fantastic  superstructure  is  now  being  erected  upon 
the  solid  foundations  laid  by  the  Eagles  and  others  who,  like  myself,  want  legis- 
lation of  merit  enacted. 

Under  the  Townsend  plan,  the  Federal  Government  would  pay  $200  a month 
to  every  American  citizen  past  60  years  of  age  who  has  no  criminal  record. 
To  draw  this  pension,  the  aged  man  or  woman  must  agree,  first  to  stop  work- 
ing, and  secondly,  to  spend  the  $200  within  30  days.  The  pensioner  does  not 
have  to  give  up  any  additional  income  he  may  have  from  investments,  insur- 
ance annuities,  or  property.  On  these  terms,  a millionaire  would  receive  money 
wrung  by  taxes  from  the  poor.  In  the  case  of  a man  and  wife,  both  past  60, 
each  would  get  $200,  making  their  total  income  $400  a month,  whether  they 
needed  it  or  not. 

Where  is  all  this  money  to  come  from?  From  a retail-sales  tax  collected 
by  the  Federal  Government — in  addition  to  all  other  taxes,  of  course. 

How  much  will  the  tax  amount  to?  In  the  official  Townsend  literature,  the 
sum  is  estimated  “ at  between  iy2  and  2 billion  dollars  monthly.”  Between 
$18,000,000,000  and  $24,000,000,000  a year.  The  latter  figure  would  be  the 
actual  cost  of  paying  $200  a month  to  our  10,000,000  citizens  past  60.  Accord- 
ing to  the  1930  Census,  the  exact  number  past  60  was  10,578,000  and  the  num- 
ber is  increasing  every  year.  But  let  us  take  the  lower  figure  as  the  amount 
of  the  tax,  $18,000,000,000. 

What  would  the  tax  rate  be?  In  1929,  our  retail  sales  totaled  $49,768,000,000. 
(See  the  World  Almanac  for  1934,  p._381.)  For  easy  figuring,  let’s  make  that 
an  even  $50,000,000,000.  That  was  in  1929,  the  best  year  we  ever  had.  In 
1932,  total  sales  were  only  about  $31,500,000,000.  Recently  they  have  been 
much  less. 

Now,  to  be  perfectly  fair  in  estimating  the  tax  rate,  we’U  take  the  highest 
retail  sales  figure  and  the  lowest  probable  cost  of  pensions.  What  do  we  get? 
To  raise  $18,000,000,000  on  $50,000,000,000  in  retail  sales  would  require  a sales 
tax  averaging  36  percent. 

But  the  Townsend  plan  calls  for  a lower  rate  on  necessities  than  on  luxuries. 
That’s  fair  enough.  Of  that  $50,000,000,000  sales,  I suppose  that  not  more  than 
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$10,000,000,000  went  for  luxuries.  If  we  put  a tax  of  80  percent  on  luxuries, 
we  could  raise  $8,000,000,000 ; that  is,  assuming  that  we  could  sell  just  as  many 
luxuries  after  the  prices  go  up  80  percent.  Of  course,  we  couldn’t ! However, 
if  we  did  collect  that  sum  from  luxuries,  we  should  still  have  $10,000,000,000  to 
raise  from  the  $40,000,000,000  sales  of  necessities.  That  would  mean  a tax  rate 
of  25  percent.  Again,  to  get  that  maximum  rate,  we  have  to  assume  that  just 
as  many  necessities  would  be  sold  after  the  price  is  increased  one-fourth  by  the 
tax.  Of  course,  sales  would  fall.  The  highest  sales  tax  on  luxuries  I ever  heard 
of  is  10  percent,  the  highest  on  general  necessities  is  from  1 to  2 percent,  and 
all  sales  taxes  tend  to  cause  fewer  goods  to  be  sold.  Blithely  Dr.  Townsend  pro- 
poses a plan  that  will  require  a tax  of  from  25  percent  on  necessities  to  80  percent 
on  luxuries  and  assumes  the  tax  won’t  reduce  the  total  volume  of  sales.  He 
doesn’t  put  the  tax  rate  as  high  as  I figure  it,  but  if  anyone  can  collect  $18,000,- 
000,000  annually  without  taxing  necessities  at  25  percent  I will  give  him  a blue 
ribbon. 

In  other  words,  under  Dr.  Townsend’s  plan,  in  addition  to  all  other  taxes 
which  you  now  pay,  you  will  shell  out  at  least  a quarter  on  every  dollar.  A 
farmer  buying  $100  in  tools  will  pay  $25  more  in  tax.  A wage  earner  paying 
out  $200  to  have  his  house  shingled  and  repaired  will  pay  a $50  tax.  A $500 
automobile  will  be  taxed  $125 ; a $10  order  of  groceries,  $2.50.  You  would  pay 
$1,000  in  tax  for  a house  with  $4,000  worth  of  material. 

Who  is  going  to  pay  these  taxes?  You,  I,  all  of  us ; and  the  money  we’d  spend 
for  the  tax  we  could  not  spend  for  the  necessities  or  comforts  of  life.  Our  living 
would  necessarily  be  curtailed  because  the  same  dollar  can’t  be  spent  twice  by  the 
same  person. 

But  Dr.  Townsend  says:  “Hold  on!  You  have  not  seen  the  golden  secret. 
I compel  the  old  people  to  spend  this  money.  You  would  not  feel  the  tax, 
because  it  would  come  back  to  you  in  orders  for  goods.” 

This  sounds  promising,  if  true.  The  majority  of  pensioners  might  be  per- 
fectly honest  and  spend  according  to  law.  But  think  of  the  frauds,  the  chisel- 
ing, the  hoarding  of  pension  money  that  would  occur.  Thousands  of  old  people 
would  be  afraid  the  whole  thing  would  blow  up  with  a new  set  of  Congressmen, 
and  they  would  be  tempted  to  save  for  that  rainy  day.  There  are  thousands 
of  phony  ways  the  pension  could  be  paid  over  to  relatives. 

Dr.  Townsend  admits  this  possibility.  He  anticipates  that  “ it  may  be  neces- 
sary ” to  require  pensioners  to  deposit  their  pensions  in  some  bank  and  present 
canceled  checks  “ to  show  what  was  done  with  the  money.”  But  would  the 
checks  tell  the  true  story?  Think  of  the  army  of  tax  .sleuths  needed  to  trace 
the  matter  further. 

Some  of  the  money  would,  of  course,  reenter  the  stream  of  commerce.  The 
pensioners  might  buy  luxuries— automobiles,  radios,  rugs— at  an  increase  Of  80 
percent  in  cost.  But  they  would  still  eat  only  three  times  a day,  wear  out  only 
one  pair  of  shoes  at  a time.  The  plan  would  scarcely  solve  the  problem  of 
surplus  wheat,  cotton,  corn,  and  hogs. 

Would  it  solve  any  problem  for  the  man  who  pays  the  tax?  Let’s  make  a 
simple  case  of  it.  Uncle  Sam  taxes  Jones,  a cigarmaker,  25  cents  oh  his  pur- 
chase of  a dollar’s  worth  of  merchandise.  Then  Uncle  Sam  pays  that  quarter 
to  Smith,  aged  65.  Smith  is  Compelled  to  spend  it,  and  therefore  pays  the 
quarter  to  Jones  for  a cigar.  Jones  again  has  the  quarter,  as  Dr.  Townsend 
promised.  But,  when  Jones  first  paid  that  quarter  in  taxes,  he  was  able  to  buy 
that  much  less  merchandise.  The  grocer  from  whom  Jones  buys  goods  lost 
the  sale  of  that  quarter’s  woi*th.  So  did  the  producer,  and  consequently  their 
employees  suffered. 

Puzzle:  Who  paid  for  the  cigar?  Look  again.  The  United  States  reached 
into  the  pocket  of  the  cigarmaker  and  took  out  two  bits  which  it  gave  to  the 
aged  Smith.  Smith  hands  it  back  to  the  cigarmaker  for  a cigar.  The  cigar- 
maker has,  therefore,  paid  for  the  cigar  with  his  own  money.  According  to 
Dr.  Townsend,  he  is  supposed  to  become  prosperous  by  so  doing.  If  the  tax 
were  100  percent  instead  of  25  percent,  the  cigarmaker  would  become  wealthy 
by  giving  away  all  his  cigars. 

If  every  penny  of  the  tax  money  came  back  to  the  taxpayers  in  orders  for 
shoes,  clothing,  and  so  forth,  would  it  add  anything  to  prosperity?  The  answer 
is  “ No.”  Under  the  Townsend  plan,  no  new  wealth  is  created,  because  the  pen- 
sioner, forbidden  to  work,  adds  nothing  to  the  total  of  the  Nation’s  goods. 
The  increased  purchasing  power  of  the  pensioner  would  simply  offset  the 
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decreased  purchasing  power  of  the  taxpayer,  whose  ability  to  buy  is  diminished 
by  the  amount  of  the  tax. 

The  Townsend  plan  means  that  the  workers  would  support  the  pensioners,  not 
that  the  pensioners  would  employ  the  workers.  The  employment  would  come 
only  from  the  workers’  own  money,  taken  from  them  by  taxation. 

If  some  of  us,  under  60,  can  become  prosperous  by  paying  others  of  us,  over 
60,  $200  a month,  surely  we  should  be  more  prosperous  if  we  paid  them  $1,000 
a month  instead.  They  could  buy  five  times  as  much  goods ! Or  better  yet,  if 
the  plan  is  sound,  reduce  the  age  limit  from  60  to  50,  to  40,  to  30.  Tax  only 
those  between  20  and  30.  How  much  better  off  these  young  folk  would  be  with 
no  one  over  30  to  compete  for  their  jobs  ! Then  ali  they  would  have  to  do 
would  be  to  support  not  only  themselves  and  their  families,  but  everyone  over 
30  and  under  20  ! 

Prosperity  through  taxation ! And  yet — the  more  people  you  pay  to  buy  your 
goods,  the  more  goods  you  give  away.  It  is  as  if  a groceryman  gave  a customer 
money  with  which  to  buy  his  butter  and  eggs. 

If  governments  could  tax  us  into  prosperity,  the  problem  of  hard  times  would 
have  been  solved  ages  ago.  But  wealth  consists  of  goods — houses,  rugs,  chairs, 
clothes,  food,  coal,  paved  roads,  railways,  schools.  Since  the  time  of  Adam’s 
curse,  wealth  lias  been  produced  only  by  work,  by  labor  applied  to  land  and 
raw  materials,  not  by  government,  not  by  money  magic,  not  by  financial  witch- 
craft. 

Make  no  mistake.  The  Townsend  plan  takes  money  away  from  one  man  to 
give  it  to  another.  Taxation  has  never  created  a dollar’s  worth  of  new  wealth 
since  the  world  began.  It  simply  transfers  it  from  one  pocket  to  another. 
In  this  case,  it  would  take  at  least  $18,000,000,000  annually  from  92  percent 
of  the  people  to  give  it  to  8 percent. 

Let  us  continue  the  efforts  to  provide  decent  security  against  old  age,  to 
work  for  the  elimination  of  the  poorhouse  with  its  misery  and  degradation.  Let 
us  evolve  a social  system  that  will  be  generous  to  the  aged  pool*  without  laying 
too  heavy  a burden  on  the  young,  producing  generations.  But  whatever  we 
do,  let  us  not  deceive  our  old  people  with  sleight-of-hand  economics. 

No  nation,  as  well  as  no  man,  has  ever  yet  lifted  itself  by  its  bootstraps. 

So  much  for  the  magazine  article.  May  I supplement  it  briefly? 

The  original  Townsend  literature  called  for  a “ Nation-wide 
Federal  retail  sales  tax  calculated  at  a rate  sufficiently  high  to  pro- 
duce the  revenue  necessary.”  As  pointed  out  in  the  article,  on 
$50,000,000,000  of  retail  sales  in  1929,  the  sales  tax  necessary  to 
finance  the  Townsend  pensions — $18,000,000,000  to  $24,000,000,000 — 
would  have  to  average  36  to  48  percent  on  total  goods  sold  at  retail, 
perhaps  lowTer  on  necessities  and  higher  on  luxuries. 

Apparently  appalled  by  the  size  of  the  tax,  I)r.  Townsend  has 
apparently  abandoned  the  retail  scales  tax  and  now  advocates  a 
“ transactions  ’’  tax.  He  estimates  that  such  tax  may  be  as  low  as 
2 percent  on  total  transactions  in  1929  of  one  trillion,  two  hundred 
billion  dollars. 

The  difference  between  one  tax  on  the  retail  sale  to  the  final  con- 
sumer and  one  or  two  dozen  transactions  taxes  is  simply  sugar- 
coating.  The  result  is  the  same  in  dollars — a total  tax  of  $24,000,- 
000,000.  You  may  have,  for  example,  one  retail  sales  tax  on  a pair 
of  shoes.  Or  you  may  have  many  transactions  taxes  from  the  hide 
on  the  steer’s  back  to  the  foot  of  the  customer.  How  many  trans- 
actions this  would  be  I do  not  know,  but  obviously  very  many;  for 
example,  the  first  sale  of  the  steer,  buyer  to  slaughterhouse,, 
slaughterhouse  to  tannery,  tannery  to  shoe  factory,  factory  to  broker, 
to  wholesaler,  to  retailer,  to  final  consumer,  and  all  the  way  you  have 
labor  charges,  freight  charges,  warehouse  charges,  drayage,  and 

110098— 85— No.  15 3 


1020 


ECONOMIC  SECURITY  ACT 


dozens  of  other  items  such  as  those  going  back  to  the  oak  or  hem- 
lock tree  from  which  the  tanning  material  is  taken. 

Every  one  of  these  transactions  is  to  be  taxed.  The  tax  will  be 
added  to  the  price  of  the  article  sold  down  to  the  final  buyer,  the 
ultimate  consumer,  who  as  always  “ pays  the  freight  ”. 

Whatever  the  method  of  raising  the  money,  $24,000,000,000  of 
pensions  means  $24,000,000,000  of  taxes.  You  can’t  get  this  vast  sum 
out  of  thin  air.  It  comes  out  of  somebody’s  pocket ! And  whether 
you  have  one  tax  or  two  or  three  dozen,  the  cost  of  the  article  to 
the  final  consumer  will  be  increased,  on  the  average,  36  to  48  percent 
based  on  the  best  year  we  ever  had. 

This  will  certainly  increase  the  cost  of  every  article  of  merchandise 
that  goes  into  every  American  home  by  at  least  the  amount  of  the 
tax.  The  poorest  home  in  America  would  carry  as  heavy  a burden 
as  the  richest.  If  the  tax  averaged  36  percent  on  shoes,  coal,  food, 
clothing,  etc.,  and  a family  had  $100  to  spend,  approximately  $36 
would  go  to  pay  the  tax,  and  the  family  would  have  only  $64  to 
spend  instead  of  $100. 

This  would  be  equivalent  to  a wage  cut  of  36  percent.  How  much 
suffering  and  privation  this  would  cause  in  millions  of  homes  no 
one  can  estimate.  I am  certain,  however,  that  if  you  take  $24,000,- 
000,000  from  92  percent  of  the  homes  of  America  and  give  that  sum 
to  8 percent — those  over  60 — you  are  going  to  have  more  millions 
of  little  children  going  to  school  without  decent  shoes  or  warm  cloth- 
ing, and  hungry  to  bed  at  night. 

Every  time  anyone  goes  to  the  courthouse  to  pay  his  taxes,  he 
knows  that  he  has  that  much  less  to  spend  for  the  comforts  and 
necessities  of  life.  Taxes  to  pay  pensions  are  no  different  from  taxes 
to  support  schools  and  to  pay  school  teachers.  The  greater  the  tax, 
the  less  to  spend.  School  teachers  spend  their  salaries  in  the  com- 
munity as  pensioners  would  do,  but  no  one  has  yet  argued  that  such 
taxes  make  the  taxpayer  prosperous. 

Who  would  suffer  by  the  gigantic  tax  burden  of  the  Townsend 
plan?  Every  wage  earner  in  America.  His  wages  would  no  longer 
buy  as  much  food,  medicine,  clothing,  as  before.  Every  person  on 
fixed  incomes — school  teachers,  firemen,  policemen,  ministers.  Every 
person  living  on  railroad  or  industrial  pensions.  Every  person, 
mostly  women  and  children,  living  on  life-insurance  annuities. 
This  presents  an  interesting  thought.  In  addition  to  life  insurance 
already  matured,  we  have  65,000,000  people  now  living  whose  lives 
are  insured,  and  who  are  now  paying  premiums  so  that  their  loved 
ones  may  be  provided  for  when  they  are  gone.  That  is  twice  as 
many  people  as  voted  in  the  last  presidential  election  and  the  Town- 
send plan  would  destroy  from  36  to  48  percent  of  the  purchasing 
power  of  those  policies,  totaling  over  $100,000,000,000 ! Their  bene- 
ficiaries would  have  that  much  less  to  live  on.  Most  of  the  bene- 
ficiaries would  be  their  young  children  (under  60  years  of  age). 
So  that  while  Dr.  Townsend  is  attempting  to  provide  for  old  age 
by  his  plan,  he  is  canceling  a large  part  of  the  provisions  already 
made  by  the  plans  of  65,000,000  people  for  their  dependents.  As 
a matter  of  fact,  millions  of  policies  would  probably  be  forfeited  due 
to  the  inability  of  the  insured  taxpayer  to  pay  the  premiums. 
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One  class  of  those  who  would  suffer  from  the  Townsend  plan  are 
the  disabled  veterans  of  the  World  War  and  Spanish  American  War 
under  60  years  of  age.  The  Townsend  tax  would  immediately  take 
away  from  them  from  one-third  to  one-lialf  of  the  pensions  they 
are  now  drawing.  And  because  they  are  disabled  from  work,  they 
could  not  possibly  share  in  any  “ prosperity  ” caused  by  the  bu}dng  by 
pensioners. 

The  compulsory  spending  required  by  the  Townsend  plan  would, 
probably,  until  it  broke  down,  increase  purchases,  but  it  could  not 
increase  total  purchasing  power.  You  cannot  increase  the  ability 
to  buy  goods  by  taking  money  out  of  A’s  pocket  and  putting  it  in  B’s 
pocket.  The  power  to  buy  comes  only  from  producing  goods  and 
services  which  can  be  exchanged  for  other  goods  and  services.  The 
pensioner  produces  nothing.  Therefore  he  does  not  add  to  total  pur- 
chasing power.  He  simply  spends  the  taxpayer’s  money.  You  can- 
not fatten  a cow  by  feeding  her  only  her  own  milk ! 

If  four  sons  had  an  aged  father  and  were  compelled  to  pay  their 
father  $50  a month  apiece  ($200  all  told),  and  the  father  were  com- 
pelled to  spend  the  money  his  sons  gave  him,  would  the  total  pur- 
chasing power  of  the  family  be  increased?  Obviously  not.  The 
sons  would  have,  for  their  wives  and  children,  just  as  much  less  as 
the  father  has  more.  The  Nation  is  simply  a collection  of  such 
families. 

If  the  Townsend  plan  is  sound  as  far  as  its  mechanics  are  con- 
cerned, it  is  immaterial  whether  the  money  is  spent  by  aged  persons 
or  by  the  young  and  middle-aged.  I am  speaking  now  of  the  plan  as 
a method  of  restoring  prosperity,  not  as  a method  of  providing  for 
the  aged.  Consequently,  why  not  do  this : Tax  everybody  enough  to 
pay  everybody  $200  a month  and  compel  them  to  spend  it.  How 
much  better  off  would  they  be  ? They  would  walk  up,  let  us  say,  to 
the  treasurer’s  office  at  the  courthouse,  pay  $200  at  one  window,  then 
as  pensioners  go  around  to  another  window  and  get  back  their  $200, 
and  then  with  a policeman  at  their  backs  go  down  to  the  merchants 
and  spend  the  $200. 

Actually,  foolish  as  it  seems,  this  would  cause  far  less  suffering 
than  the  Townsend  plan,  because  the  benefits,  such  as  they  are  (?) 
would  go  at  once  into  every  home  in  America,  rather  than  in  8 
percent  of  the  homes. 

The  chief  thought  in  my  article  in  the  Eagle  Magazine  is  that  the 
fallacy  of  Dr.  Townsend  is  that  his  tax  would  create  new  or  addi- 
tional purchasing  power,  whereas,  as  I pointed  out,  it  simply  trans- 
fers that  power  from  the  taxpayer  to  the  pensioner. 

Since  writing  the  article  I have  found  my  argument  corroborated 
in  a report  of  the  Royal  Commission  on  Unemployment  Insurance, 
appointed  in  England  in  1930,  which  has  recently  completed  a 2 
years’  study.  They  were  speaking  of  unemployemnt  insurance 
rather  than  old-age  pensions,  but  the  principle  is  the  same.  The 
report  said  : 

It  overlooks  the  fact  that  the  payment  of  unemployment  benefit  is  merely 
a transfer  of  purchasing  power  to  the  beneficiaries  from  the  contributors,  and 
taxpayers  who  supply  the  fund,  and  others  who  lend  to  the  government  when 
the  fund  is  in  debt.  To  the  extent  that  it  enables  the  unemployed  to  main- 
tain their  purchasing  power  without  contributing  currently  to  society’s  income, 
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it  reduces  the  resources  and  purchases  of  these  others.  The  aggregate  of 
purchases  made,  and  therefore,  it  may  be  assumed,  of  employment  given,  is 
the  same,  the  only  difference  is  in  the  distribution  of  these  purchases. 

Mr.  Chairman  the  Townsend  plan  may  be  considered  from  two 
angles.  One  is  relief  to  the  destitute,  the  other  is  as  a mechanism  for 
restoring  prosperity.  It  is  only  in  the  latter  aspect  that  I have 
spoken  of  it.  I believe  that  instead  of  restoring  prosperity,  it 
would  destroy  it;  that  it  would  cause  additional  suffering  and  want 
in  millions  of  homes. 

Prosperity  by  taxation ! Where  was  the  wisdom  of  W ashington, 
Franklin,  Jefferson,  Lincoln?  The  wisest  men  in  all  the  ages  have 
never  yet  found  a way  to  make  men  rich  by  taxing  them.  I do  not 
think  Dr.  Townsend  has  either. 

The  other  aspect  of  the  legislation  you  are  considering,  I am 
heartily  in  sympathy  with.  I believe  in  the  principle  of  unem- 
ployment insurance  and  old-age  pensions  with  the  capacity  of  the 
producers  and  consumers  to  carry  the  tax  load  without  crushing 
them.  The  right  to  live  and  die  in  decent  comfort  is  something 
which  no  social  system  that  calls  itself  civilized  can  deny  to  its 
citizens.  The  aged  poor  are  preferred  creditors  of  the  Republic. 
But  let  us  not,  in  caring  for  them,  destroy  the  sources  of  energy 
and  initiative  and  courage  and  thrift  from  which  alone  that  care 
must  come.  Let  us  not  place  upon  the  backs  of  our  people  a tax 
burden  so  great  that  they  will  lose  all  hope  of  providing  for  them- 
selves a nest  egg  for  the  evening  time  of  life. 

In  closing  I want  to  pay  my  tribute  to  the  Fraternal  Order  of 
Eagles  which,  year  in  and  year  out,  has  carried  the  heat  and  burden 
of  the  day  in  the  battle  for  social  security  and  insurance  against 
“ old  age  and  want.”  For  20  years  they  have  pressed  their  crusade 
against  the  poor  farm  and  the  almshouse.  Thousands  of  their  mem- 
bers have  contributed  of  their  time  and  strength  and  means  to  this 
campaign,  but  none  more  than  their  fine  idealist,  Frank  E.  Hering, 
of  my  home  city  of  South  Bend.  In  his  office  are  more  than  20  pens 
given  to  him  for  the  Eagles,  by  the  Governor  of  great  States — 
including  Franklin  D.  Roosevelt  as  Governor  of  New  York — and 
used  in  signing  old-age  pension  legislation  sponsored  by  the  Eagles. 

He  and  his  fellows  have  sown  the  good  seed.  The  fruit  will  be 
a better  America.  They  “ deserve  well  of  the  Republic ! ” 

Mr.  Vinson.  Mr.  Chairman,  when  Dr.  Waller,  or  some  other 
gentleman  was  on  the  stand  speaking  for  the  Public  Health  Service, 
I made  a request  that  they  submit  a statement  showing  the  regular 
Federal  expenditures  for  all  activities  relating  to  public  health  for 
the  fiscal  year  ending  June  30,  1935.  This  statement  has  been  sub- 
mitted to  me,  and  I ask  unanimous  consent  that  it  be  incorporated 
in  the  record  next  following  Dr.  Waller’s  testimony. 

The  Chairman.  Without  objection,  it  is  so  ordered. 

(The  statement  above  referred  to  is  as  follows:) 

(This  statement  is  in  connection  with  Dr.  Waller’s  testimony  on 
a previous  day:) 
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Estimated  regular  Federal  expenditures  for  activities  related  to  public  health , 

fiscal  year  ending  June  30,  1935  1 


Bureau  of  the  Census,  Department  of  Commerce,  vital  statistics $279,  600. 00 

Pan  American  Sanitary  Bureau,  cooperation  of  United  States  in 

maintenance 30,  236.  51 

Office  of  Education,  Department  of  the  Interior,  school  hygiene 10,  000.  00 

Children’s  Bureau,  Department  of  Labor,  maternal  and  infant 

hygiene  (includes  publications) 118,855.00 

Bureau  of  Animal  Industry,  Department  of  Agriculture,  meat 

inspection 4,  530,  795.  00 

Office  of  Food  and  Drug  Administration,  Department  of  Agricul- 
ture, food  and  drug  control 725,  000.  00 

Bureau  of  Home  Economics,  Department  of  Agriculture,  studies 

of  nutrition 62,  728.  00 

Public  Health  Service,  Treasury  Department : 

National  quarantine  service 1,  316,  000.  00 

Medical  examination  of  aliens 65,  000.  00 

Mental  hygiene 142,  500.  00 

Vital  statistics  and  publications 85,  000.  00 

Public-health  research  (including  field  investigations) 949,395.00 

Cooperation  with  States : 

(a)  Interstate  quarantine  service 35,495.00 

(&)  Preventing  the  spread  of  epidemic  diseases 76,802.00 

(e)  Control  of  venereal  diseases 29,000.00 

(d)  Rural  health  work  (including  salaries  of  officers) 59,875.00 

(e)  Detail  of  officer  acting  as  State  health  commissioner 

during  reorganization  of  State  health  department-  4,  000.  00 


Mr.  Vinson.  Mr.  Chairman,  I have  here  a letter  addressed  to  me 
by  Miss  S.  P.  Breckinridge,  who  is  with  the  School  of  Social  Service 
Administration  of  the  University  of  Chicago.  This  lady  is  known 
Nation-wide  for  her  social-service  activities,  and  I ask  that  this 
letter  be  incorporated  in  the  record  at  this  point. 

The  Chairman.  Without  objection,  it  is  so  ordered. 

(The  letter  above  referred  to  is  as  follows)  : 


The  University  of  Chicago, 

The;  School  of  Social  Service  Administration, 

February  1,  1935. 


Hon.  Fred  M.  Vinson, 

Home  of  Representatives,  Washington,  D.  C. 


My  Dear  Mr.  Vinsons  I am  writing  to  urge  that  if  the  Presidnt’s  program 
for  relief,  including  the  plan  for  mothers’  pensions  and  old-age  pensions  should 
come  under  your  consideration  you  give  favorable  thought  to  the  possibility 
of  placing  the  administration  of  those  two  projects  in  the  Department  of  Labor 
rather  than  under  the  Relief  Administration. 

The  United  States  Children’s  Bureau,  as  you  know,  has  developed  the  most 
statesmanlike  relationships  with  the  various  Commonwealths.  They  have 
always  been  highly  sensitive  to  the  needs  and  the  special  interests  of  different 
States,  and  they  have  always  felt  that  they  were  there  to  serve  the  weakest 
and  the  humblest  and  to  be  of  use  in  every  way  possible.  To  a very  consid- 
erable extent  the  same  thing  is  true  of  the  Bureau  of  Labor  Statistics,  and 
if  these  two  projects — mothers’  pensions  and  old-age  pensions — were  entrusted 
to  those  authorities,  I am  sure  that  we  could  anticipate  a most  successful 
and  interesting  development  in  which  many  problems  of  interrelationship 
between  the  Federal  Government  and  the  States  could  be  skillfully  and 
intelligently  developed  and  dealt  with. 

I shall  indeed  be  grateful,  if  opportunity  should  come,  to  have  you  give  at 
least  favorable  consideration  to  these  suggestions. 

I am.  with  assurance  of  high  regards, 

Very  truly  yours, 


S.  P.  Breckinridge. 


1 Does  not  include  expenditures  from  Emergency  Relief  and  Public  Works  funds. 
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The  Chairman.  The  next  witness  is  Mr.  John  W.  Studebaker, 
Commissioner  of  Education. 

Will  you  state  your  name  and  your  official  position? 

STATEMENT  OF  JOHN  W.  STUDEBAKER,  COMMISSIONER  OF 
EDUCATION,  DEPARTMENT  OF  THE  INTERIOR 

Mr.  Studebaker.  John  W.  Studebaker,  Commissioner  of  Educa- 
tion, Department  of  the  Interior. 

Mr.  Chairman  and  members  of  the  committee,  if  it  is  in  accordance 
with  your  procedure,  I will  present  two  statements  for  your  con- 
sideration and  discussion.  The  first  one  is  divided  into  two  parts. 
The  first  part  points  out  the  reasons  for  and  the  ways  in  which  I 
believe  sections  702  and  703  of  this  measure  may  be  clarified  with 
respect  to  the  interrelationships  of  education,  health,  and  welfare, 
so  that  those  respective  aspects  of  child  welfare  may  be  considered 
on  their  merits;  and  the  second  part  proposes  a plan  by  which  the 
education  of  physically  handicapped  children  may  be  taken  care  of. 

The  second  statement,  copies  of  which  you  have,  will  show  some 
of  the  reasons  why  in  some  way  provisions  better  than  those  now 
in  existence  should  be  made  for  the  education  of  the  physically 
handicapped  children. 

The  first  statement,  copies  of  which  you  have,  contains  some 
technical  suggested  modifications  of  the  measure,  and  with  your  per- 
mission, I shall  read  it,  and  then  I will  be  glad  to  discuss  it.  It 
says  [reading]  : 

Title  7 of  the  bill  includes  section  702  on  the  care  of  crippled  children  and 
section  703  on  aid  to  child-welfare  services.  In  each  of  these  two  sections  it 
is  assumed  that  the  responsibilities  involved,  which  are  assigned  to  the  Chil- 
dren’s Bureau  in  the  Department  of  Labor,  relate  only  to  the  physical  welfare 
of  children  and  to  those  services  commonly  known  as  “ child-welfare  ” services. 
Yet  in  several  instances  the  phraseology  is  so  indefinite  and  vague  that  con- 
siderable confusion  will  arise  in  the  administration  of  the  provisions  of  the 
bill,  should  this  phraseology  be  allowed  to  remain  in  the  measure.  Educa- 
tional, health,  and  welfare  services  are  os  intimately  related  that  the  utmost 
caution  needs  to  be  observed  to  obviate  duplication  and  overlapping  of  functions 
among  the  separate  agencies  concerned. 

During  recent  decades  educators  have  come  to  recognize  that  schoolroom 
activities  dealing  with  the  ordinary  subjects  of  the  curriculum  are  frequently 
made  less  effective  if  not  actually  nullified  by  what  goes  on  outside  the  school- 
room. In  consequence  of  this,  schools  have  developed  various  types  of  educa- 
tional programs  designed  to  serve  the  needs  of  crippled,  delinquent,  and  other- 
wise handicapped  children.  Such  programs  include : 

(1)  Parental  schools  providing  a 24-hour  program  for  children  presenting 
behavior  problems  which  cannot  be  satisfactorily  adjusted  under  existing  home 
conditions. 

(2)  Schools  employing  visiting  teachers  who  combine  excellent  education 
with  social-work  techniques  and  go  into  the  homes  to  discover  the  conditions 
which  tend  to  prevent  children  from  doing  well  in  school. 

(3)  Appropriate  school  services  for  the  socially  maladjusted  and  the  men- 
tally retarded,  in  which  groups  it  is  assumed  that  children  designated  in  the 
act  as  those  “ in  danger  of  becoming  delinquent  ” would  be  included. 

(4)  Schools  offering  special  services  for  crippled  children.  Such  schools,  for 
example,  as  those  in  Chicago,  Detroit,  Des  Moines,  and  many  other  cities,  are 
not  only  examples  of  excellent  education  but  they  illustrate  also  the  appeal 
which  the  welfare  of  these  unfortunate  children  has  to  the  hearts  of  the  com- 
munities in  which  they  live.  In  the  furtherance  of  coordinated  educational 
programs,  school  buildings  have  been  equipped  with  modern  facilities  for  such 
medical,  orthopedic,  and  nursing  care  as  crippled  children  may  need  throughout 
the  school  day. 
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(5)  Schools  developing  programs  of  adult  education,  especially  parental 
education,  in  the  hope  of  uniting  the  intelligent  efforts  of  parents  with  the 
efforts  of  the  teachers  in  better  understanding  and  educating  the  children. 

In  view  of  the  situation  indicated  above,  it  is  believed  appropriate  steps  should 
he  taken  to  effect  two  changes  in  the  bill,  as  follows  : (1)  Clarification  of  cer- 
tain ambiguous  phrases,  with  the  consequent  elimination  of  any  possible  involve- 
ment of  education  from  the  provisions  of  sections  702  and  703  of  title  7 ; (2) 
addition  of  a new  title  making  an  appropriation  for  educational  provisions  for 
physically  handicapped  children,  to  be  administered  by  the  appropriate  Federal 
agency.  The  following  suggestions  relating  to  the  details  of  each  of  these 
changes  are  hereby  submitted  for  consideration  and  endorsement : 

A.  CHANGES  NEEDED  TO  CLARIFY  AMBIGUOUS  PHRASES  AND  TO  ELIMINATE  EDUCATION 

FROM  INVOLVEMENTS  OF  PRESENT  BILL 

1.  Section  702,  a (p.  54,  line  4)  : Change  the  phrase  “ medical  care  and  other 
services  for  crippled  children  ” to  “ medical  care  and  other  services  for  the 
physical  welfare  of  crippled  children.” 

2.  Section  702,  a (p.  54,  lines  16  and  17)  : Change  the  phrase  “facilities  for 
diagnosis  and  care,  hospitalization,  and  after  care  ” to  “ facilities  for  medical 
diagnosis  and  physical  care,  hospitalization,  and  convalescent  care.” 

3.  Section  702,  b (p.  55,  line  5)  : Change  the  phrase  “medical  care  and  other 
services  for  crippled  children  ” to  “ medical  care  and  other  services  for  the 
physical  welfare  of  crippled  children.” 

4.  Section  702,  b (p.  55,  lines  16-18):  Change  the  phrase  “facilities  for 

locating  and  diagnosing  children  * * * and  after  care  ” to  “ facilities  for 

location  and  medical  diagnosis  of  crippled  children  * * * and  convalescent 

care.” 

5.  Section  703,  a (p.  56,  lines  6-8):  Change  the  phrase  “welfare  services 

for  * * * dependent  and  neglected  children  and  children  in  danger  of 

becoming  delinquent  ” to  “ child-welfare  services  for  * * * dependent, 

neglected,  and  predelinquent  or  delinquent  children.” 

B.  SUGGESTIONS  FOR  AN  ADDITIONAL  TITLE  TO  BE  ADDED  TOi  THE  BILL  TO  PROVIDE 

FOR  THE  EDUCATION  OF  PHYSICALLY  HANDICAPPED  CHILDREN 

1.  In  order  to  enable  the  Federal  Government  to  cooperate  with  the  State 
agencies  concerned  with  the  education  of  physically  handicapped  children  there 
is  hereby  appropriated  for  the  fiscal  year  ending  June  30.  1936,  from  funds 
in  the  Treasury  not  otherwise  appropriated,  the  sum  of  $10,000,000,  and  for 
each  fiscal  year  thereafter  there  is  authorized  to  be  appropriated  $10,000,000, 
same  to  be  allocated  to  the  United  States  Office  of  Education  in  the  Depart- 
ment of  the  Interior,  to  be  expended  for  the  education  of  physically  handi- 
capped children  as  hereinafter  provided. 

2.  For  the  purposes  of  this  act  physically  handicapped  children  shall  include 
the  crippled,  the  blind  and  partially  seeing,  the  deaf  and  hard  of  hearing, 
children  having  cardiac  difficulties,  children  having  tuberculous  tendencies, 
and  other  children  who  are  physically  handicapped  to  the  degree  that  they 
need  special  educational  facilities. 

3.  From  the  amount  appropriated,  so  much,  not  to  exceed  5 percent,  as  the 
United  States  Office  of  Education  shall  find  to  be  necessary  for  administering 
the  provisions  of  this  section  and  for  investigations  and  reports  related  thereto, 
shall  be  deducted  annually  for  these  purposes,  to  be  available  until  expended. 

4.  The  remainder  shall  be  allotted  to  the  States  on  the  basis  of  population, 
for  providing  education  and  educational  facilities  for  physically  handicapped 
children ; provided : 

(a)  That  no  allotment  under  this  subsection  shall  exceed  the  sum  made 
available  by  the  State  or  local  community,  or  both,  for  purposes  of  this  section ; 

(&)  That  in  every  case  the  State  shall  present  proof  that  there  is  either 
embodied  in  the  statutes  of  the  State  or  otherwise  provided  a specification 
designed  to  assist  local  school  units  in  carrying  the  excess  burden  of  cost 
involved  in  the  education  of  physically  handicapped  children  over  and  above 
that  required  for  educating  normal  children; 

(c)  That  a State  plan  be  set  up  for  administration  of  funds  and  for  their 
equitable  distribution  regardless  of  locality,  race,  color,  or  economic  status  of 
the  children  concerned ; for  supervision  of  the  work  done ; for  necessary  inter- 
school or  interdistrict  arrangements ; for  transportation ; and  for  other  provi- 
sions essential  to  the  carrying  out  of  this  act. 
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(d)  That  allotments  within  the  State  may  be  made  in  conformity  with 
population  distribution,  administrative  organization,  and  other  factors  con- 
ditioning educational  costs ; 

(e)  That  not  more  than  25  percent  of  the  fund  allocated  to  any  State  shall 
be  used  for  residential  schools  or  institutions  for  physically  handicapped 
children. 

5.  When  the  Commissioner  of  Education  deems  a State  plan  and  the  adminis- 
tration thereof  to  be  in  reasonable  conformity  with  the  provisions  of  this 
section,  he  shall  approve  the  same  and  send  due  notice  of  such  approval  to  the 
Secretary  of  the  Interior  and  the  State  agency  concerned. 

That  is  the  first  statement.  The  second  one  which  you  have  before 
you  is  headed  “ Facts  concerning  educational  facilities  for  physically 
handicapped  children 

Section  A of  that  statement  says: 

Figures  showing  approximate  incidence  of  physically  handicapped  children 
needing  special  educational  care,  and  approximate  number  now  enrolled  in 
special  schools  and  classes  of  either  day-school  or  residential  type. 

You  will  notice  there  a table  listing  four  classifications  of  physi- 
cally handicapped  children,  with  two  columns,  the  first  column 
headed  “ Incidence.”  That  shows  that  there  are  100,000  children,  or 
estimated  to  be  that  number,  in  the  United  States,  crippled  children 
who  need  special  school  facilities  in  order  to  get  the  education  which 
will  enable  them  to  stand  up  against  the  competition  in  the  great 
race  of  life. 

Then  there  are  some  65,000  blind  or  partially  seeing  children. 
These  partially  seeing  children  have  been  overlooked.  There  are 
thousands  of  them  that  appear  to  be  more  or  less  stupid,  but  they 
just  cannot  see  well  enough  to  read  the  ordinary  textbooks. 

There  are  about  350,000  deaf  or  hard-of-hearing  children,  and 
about  1,000,000  tuberculous,  pretuberculous,  and  cardiac  children. 

With  those  figures,  you  will  notice  in  the  right  column  a liberal  es- 
timate of  the  number  now  being  cared  for  in  the  States  educationally. 
As  against  100,000  crippled  children,  over  17,000  are  being  provided 
with  educational  facilities.  As  against  65,000  blind  or  partially  see- 
ing children,  only  11,000  are  being  provided  educational  facilities; 
out  of  a total  of  350,000  children  who  are  deaf  or  hard  of  hearing,  fa- 
cilities are  only  being  provided  for  21,000  ; and  out  of  1,000,000  tuber- 
culous, pretuberculous,  and  cardiac  children,  facilities  are  only  being 
provided  for  50,000. 

These  figures  are  based  on  findings  of  the  White  House  conference 
of  1930  and  the  Biennial  Survey  of  the  Office  of  Education.  They  are 
estimates  only,  since  no  adequate  census  has  ever  been  made.  A com- 
parison of  these  figures  (incident  with  enrollment)  shows  the  tre- 
mendous need  for  increased  educational  facilities  for  physically 
handicapped  children  who  need  special  services. 

The  next  section  of  the  statement  reads  as  follows  : 

B.  Approximate  average  per  pupil  cost  of  educating  certain  groups  of  physi- 
cally handicapped  children  in  special  day  classes  (exclusive  of  cost  of  buildings 
or  permanent  equipment)  : 


Crippled $200 

Blind 375 

Partially  seeing 200 

Deaf 350 

Tuberculous,  pretuberculous,  cardiac 125 


Figures  taken  from  Biennial  Survey  of  Office  of  Education.  They  show  the 
great  need  for  special  assistance  to  local  communities  in  meeting  the  excess 
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cost  of  educating  physically  handicapped  children  over  and  above  the  cost  of 
educating  normal  children. 

The  final  section  of  this  statement  reads  as  follows : 

C.  Number  of  States  giving  legislative  authorization  and  special  financial  aid 
for  special  education  of  certain  types  of  physically  handicapped  children  in  local 
school  districts : 


Number  of  States 

Legislative 

authoriza- 

tion 

Special 

financial 

aid 

Crippled  _ ....  ...  _ 

16 

12 

Blind  or  partially  seeing^  __  _____  __  

19 

12 

Deaf  or  hard  of  hearing 

19 

14 

Tuberculous,  pretuberculous,  cardiac _ 

12 

4 

Figures  taken  from  study  published  by  Office  of  Education  in  1931.  They 
show  the  need  of  Federal  aid  to  promote  and  develop  the  educational  program 
in  the  States  for  physically  handicapped  children. 

I also  have  here  some  statements,  Mr.  Chairman,  showing  the  type 
of  legislation  which  has  been  enacted  in  a few  States  in  which  this 
problem  has  really  been  faced.  I should  be  glad  to  submit  those 
statements  referring  to  typical  States,  such  as  Maryland,  California, 
and  some  other  States,  if  you  care  to  have  them. 

Mr.  Reed.  I suggest  that  those  statements  be  included  in  the 
record,  or  I think  you  might  read  two  or  three  of  them,  and  then  put 
the  others  in  the  record. 

The  Chairman.  Without  objection,  it  is  so  ordered. 

Mr.  Studebaker.  Among  the  States  that  have  enacted  progressive 
legislation  and  have  progressive  programs  in  this  field  arc  New 
York,  Maryland,  Pennsylvania,  Michigan,  Minnesota,  Ohio,  Cali- 
fornia, Wisconsin.  These  are  some  examples  of  legislation  which 
lias  been  enacted  by  the  States : 

Maryland. — And  wherever  the  city  of  Baltimore  or  any  of  the  counties  of 
the  State  shall  inaugurate  a special  program  of  instruction  under  standards, 
rules,  and  regulations  of  the  State  board  of  education  to  meet  the  needs  of 
any  child  whose  handicap  is  physical  only  and  whose  needs  are  not  met  by 
ordinary  school  facilities,  the  city  or  counties  so  providing  the  same  shall  be 
entitled  to  receive,  toward  the  cost  of  teachers,  special  equipment,  nursing, 
therapeutic  treatment,  and  transportation,  an  amount  not  to  exceed  $200  per 
child,  to  be  paid  by  the  State  of  Maryland  out  of  a special  fund  to  be  appropri- 
ated for  such  purpose  in  the  State  public  school  budget.  The  State  superin- 
tendent of  schools  shall  ascertain  the  respective  amounts  the  city  of  Baltimore 
and  the  counties  shall  be  so  entitled  to  receive  from  the  State  under  this  sec- 
tion, and  when  such  amounts  are  so  ascertained,  the  State  superintendent  of 
schools  shall  certify  the  same  to  the  State  comptroller. 

Wisconsin.— In  excess  of  $70  per  child  * * * the  amount  apportioned  to 

any  board  shall  not  be  in  excess  of  the  following  * * *:(«•)  For  each  pupil 

residing  in  the  district  and  attending  * * * such  day  school  * * * or 

* * * class  for  the  deaf  or  blind,  $250;  for  children  physically  disabled, 

$300;  (6)  for  each  pupil  residing  outside  the  district,  but  within  the  State,  who 
attends  * * * such  day  school  or  class  * * * $400 ; for  children  physi- 

cally disabled,  $450.  (Transportation  for  the  physically  disabled  is  also 
furnished.)  (Laws  of  Wisconsin,  1927,  ch.  488.) 

California, — The  average  daily  attendance  of  physically  handicapped  pupils 
shall  be  included  in  the  total  average  daily  attendance  of  the  district  for 
purposes  of  the  usual  State  and  county  apportionments  on  average  daily  attend- 
ance and  teacher  units.  In  addition  to  the  above  apportionments  the  State  and 
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county  will  reimburse  the  district  for  the  amount  of  the  excess  cost  of  educating 
physically  handicapped  children  when  the  cost  is  more  than  the  average  cost 
of  educating  a normal  child  in  said  district.  Such  reimbursement,  however, 
cannot  exceed  $100  each  from  the  State  and  the  county  for  each  unit  of  average 
daily  attendance  of  physically  handicapped  children.  Excess  cost  is  determined 
by  computing  the  difference  between  regular  classes  and  the  average  current 
expenditure  for  each  unit  of  average  daily  attendance  of  physically  handicapped 
pupils.  The  district  must  furnish  the  buildings  and  equipment,  as  items  ex- 
pended for  capital  outlays  cannot  be  included  in  figuring  the  cost  of  this  special 
instruction. 

I put  those  statements  in  the  record,  Mr.  Chairman,  because  in 
principle  they  correspond  to  the  system  of  legislation  which  is  pro- 
vided for  here.  I am  persuaded  that  because  of  the  high  degree  of 
specialization  of  the  need  of  these  children  that  this  problem  will 
never  be  met  adequately  in  the  United  States  without  some  stimulus 
from  the  Federal  Government.  Certainly,  it  is  not  being  met  in 
the  States  anywhere  without  the  States  taking  action  in  recognition 
of  the  high  degree  of  specialization  which  provides  for  the  wiping 
out  of  the  tariff  barriers  among  all  the  school  districts  within  the 
States  to  permit  the  movement  of  these  children  around  over  the 
State  to  find  schools  which  they  can  attend,  with  the  assistance  of 
the  State  itself. 

I think  it  is  one  of  the  practical  components  of  American  educa- 
tion. There  is  no  radical  difference  in  the  distribution  of  intelligence 
among  children  physically  handicapped  and  that  larger  group  not 
physically  handicapped. 

We  can  all  think  of  plenty  of  illustrations  of  physically  handi- 
capped people  who  have  been  given  such  assistance  as  to  make  them 
influential  contributors  to  our  American  life. 

I have  had  considerable  experience  personally  in  dealing  with  this 
problem  as  a public-school  administrator  on  the  frontier  of  Amer- 
ican education  in  a local  community,  and  I know  from  that  experi- 
ence that  it  is  entirely  possible  to  turn  hundreds  of  thousands  of 
these  young  people  into  tax  producers  instead  of  allowing  them  to 
continue  as  tax  consumers.  That  is  the  real  problem. 

The  thing  we  have  tried  to  present,  is  this:  We  have  tried  to  show 
how  medical  care,  and  those  phases  of  child  welfare  related  thereto, 
might  well  be  handled  by  the  Children’s  Bureau,  but  not  to  confuse 
that  medical  care,  which  is  a form  of  State  medicine,  with  the  pro- 
cedures for  the  educational  care  of  these  children,  which  ought  to  be 
handled  through  separate  and  distinct  channels  already  in  existence 
all  over  the  land. 

Mr.  Woodruff.  Dr.  Stu debaker,  you  are  familiar,  are  you  not. 
with  the  activities  of  the  Couzens  fund  in  Michigan,  and  the  work 
being  done  there  i 

Mr.  Studebakf.r.  T have  heard  something  of  that  work;  I am  not 
familiar  with  its  details. 

Mr.  Woodruff.  I believe  these  hearings  will  contain  a resume  of 
those  activities,  and  I commend  them  to  your  attention. 

Mr.  Studebaker.  I thank  you. 

Mr.  Woodruff.  I think  you  will  find  the  information  contained 
therein  very  enlightening  and  will  meet-  with  your  approval  100 
percent. 

Mr.  Studebaker.  I shall  be  very  glad  to  do  that. 

Mr.  Reed.  What  you  are  trying  to  do  here — aside  from  showing 
the  need  for  this  service — is  to  point  out  to  us  the  need  for  a de- 
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marcation  in  the  legislation  between  so-called  “ physical  ” education 
of  these  and  other  children,  and  their  mental  education.  That  is, 
you  believe  that  those  instrumentalities  of  the  Government  which 
have  had  long  experience  in  the  education  of  these  children  should 
still  continue  to  carry  out  the  educational  features,  and  only  leave  to 
other  organizations  the  things  that  they  are  equipped  to  do;  is  not 
that  correct? 

Mr.  Studebaker.  That  is  correct,  Congressman.  I have  found 
that  people  who  have  worked  intimately  in  public  service  and  local 
communities  for  a number  of  years  are  persuaded  that  one  of  the  real 
needs  is  simplification  rather  than  complication  in  the  Government 
organization. 

f , for  one,  am  persuaded  that  whether  we  have  State  medicine  or 
not.  it  should  not  be  under  the  control  of  educational  authorities. 
And  one  of  the  purposes  of  these  studies  is  to  make  a clear-cut  dis- 
tinction between  medical  care  and  hospitalization  and  the  cost  for 
those  services,  that  is,  what  we  commonly  interpret  as  being  educa- 
tional care  of  the  same  children. 

So,  if  we  can  get  definitions  clearly  set  up,  then  those  welfare 
groups  in  each  State  and  in  the  local  communities  will  have  a clear 
field  in  which  they  may  operate,  while  at  the  same  time  the  consti- 
tuted educational  authorities  will  know  the  field  in  which  they  are 
operating.  I think  it  is  only  by  having  such  a clear-cut  statement  of 
policy  concerning  these  various  governmental  functions  that  we  can 
get  the  best  and  most  productive  kind  of  cooperative  effort. 

But  when  in  legislation  dealing  with  welfare  on  one  hand,  with 
health  provisions  on  the  other  hand,  and  with  education  in  the  third 
place,  there  are  provisions  under  which  those  separate  divisions  of 
the  Government  run  over  into  other  fields,  that  tends  to  destroy 
cooperation  and  cause  confusion  that  is  bound  to  ensue. 

Mr.  Reed.  The  President  set  up  quite  a number  of  committees  to 
study  the  various  phases  of  economic  security.  I understand  they 
made  a most  exhaustive  study. 

Did  you  bring  these  studies  before  the  committee  that  formulated 
the  bill,  or  did  }mu  not  happen  to  know  about  it  or  have  an  oppor- 
tunity to  present  the  subject? 

Mr.  Studebaker.  We  did  not,  because  we  did  not  realize  that  that 
committee  would  insert  a provision  that  would  tend  to  involve  edu- 
cation. 

Mr.  Reed.  I assumed  that  was  so.  It  was  just  an  oversight  that 
they  were  infringing,  unconsciously,  on  the  field  of  education. 

Mr.  Studebaker.  We  feel  that  to  be  the  case.  Since  we  have  read 
the  measure  we  have  consulted  with  one  or  two  members  of  the  com- 
mittee, who  suggested  that  we  should  present  such  a statement. 

Mr.  Reed.  You  are  in  general  accord  with  the  purposes  of  the  bill 
as  a whole? 

Mr.  Studebaker.  Exactly  so. 

Mr.  Reed.  It  is  just  a matter  of  clarification  that  you  are  present- 
ing here  ? 

Mr.  Studebaker.  Yes. 

Mr.  Hill.  What  is  the  language  in  the  bill,  in  sections  702  and  703y 
that  led  you  to  think  that  the  education  of  these  children  was  in- 
volved in  this? 
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Mr.  Studebaker.  The  statement  having  to  do  with  other  services. 
I do  not  know  just  what  those  other  services  are.  It  is  at  that  point 
where  you  can  have  a good  deal  of  misunderstanding  as  to  what  the 
function  of  so-called  “ child  welfare  ” would  be.  So  that  in  the  main 
my  answer  to  that  would  be  that  we  have  taken  out  of  the  measure 
the  phrase  “ other  services  ” and  have  substituted  therefor  a more 
exact  term,  namely,  “ medical  services  or  medical  diagnosis  in  con- 
nection with  physical  welfare  ”,  and  so  on. 

Mr.  Hill.  Let  me  ask  you  this  question:  If  the  language  in  the 
bill  had  been  the  same  as  that  which  you  suggest,  in  order  to  confine 
it  to  medical  services  and  to  welfare,  would  you  then  have  presented 
this  additional  title  to  take  care  of  education? 

Mr.  Studebaker.  Yes;  because  we  have  discovered  that  you  have 
got  to  give  these  children  the  right  kind  of  educational  facilities, 
following  the  investment  in  medical  assistance,  and  during  those 
longer  months  and  years  when  those  same  children  are  trying  to 
become  educated,  they  need  special  facilities  in  order  to  capitalize  the 
kind  of  security  toward  which  the  President  obviously  aims,  in  pro- 
viding assistance  to  these  children  in  the  medical  or  physical  field. 

Mr.  Hill.  I understood  you  to  say  in  response  to  a question  from 
Mr.  Reed  that  the  reason  that  you  did  not  present  this  matter  to  the 
Committee  on  Economic  Security  was  that  you  did  not  know  that  they 
were  going  to  use  language  which  would  involve  educational  features. 

Mr.  Studebaker.  That  is  right.  The  fact  of  the  matter  is  I think 
I should  explain  that  so  far  as  my  own  personal  connection  with  this 
is  concerned,  I have  been  here  only  a short  time  and  scarcely  knew 
how  to  proceed  in  securing  a hearing  before  such  a committee.  We 
were  not  asked  to  present  any  suggestions. 

Mr.  Hill.  Are  you  presenting  this  as  a part  of  the  administration’s 
program  in  this  bill  ? 

Mr.  Studebaker.  I am  presenting  it  at  the  suggestion  of  the  De- 
partment of  the  Interior  and  one  or  two  members  of  the  committee 
who  said  they  thought  it  would  be  a good  thing  to  present  it  to  the 
committee. 

Mr.  Hill.  This  measure  presumes  to  be  an  administration  bill.  You 
are  in  the  Department  of  Education  ? 

Mr.  Studebaker.  Yes. 

Mr.  Hill.  That  is  in  this  administration. 

Mr.  Studebaker.  That  is  right. 

Mr.  Hill.  What  we  want  to  know  is  whether  your  suggestions  made 
here  are  acceptable  to  the  administration  as  a part  of  the  administra- 
tion’s bill. 

Mr.  Studebaker.  It  was  suggested  that  I consult  with  the  chair- 
man of  the  committee,  and  I have  not  been  able  to  do  that  for  the 
past  week. 

Mr.  Hill.  The  Chairman  of  the  Committee  on  Economic  Security  ? 

Mr.  Studebaker.  Yes. 

Mr.  Vinson.  In  other  words,  the  Committee  on  Economic  Security 
had  not  taken  any  action  upon  your  suggested  amendment? 

Mr.  Studebaker.  That  is  right.  We  have  not  had  a chance  to 
present  it  to  the  committee. 

Mr.  Dingell.  I have  been  trying  to  find  out  from  some  of  the 
witnesses  what  their  ideas  are  in  connection  with  the  field  of  med- 
ical activity  in  connection  with  the  entire  program.  What  I have 
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in  mind  particularly  is  the  question  of  a possible  disturbance  of  the 
ethical  and  traditional  practice  of  medicine.  You  have  made  some 
reference  here  to  an  idea  that  I was  wondering  whether  it  had  some 
connection  with  what  I had  in  mind.  You  refer  to  State  medicine. 
Do  you  have  any  idea  that  in  connection  with  this  bill  or  in  any 
manner  or  method  there  should  be  any  such  thing  as  regimentation 
of  the  medical  profession,  when  you  say  “ State  medicine  ” ? 

Mr.  Studebaker.  I think  I said  in  that  connection,  or  at  least  I 
meant  to  imply  in  my  remarks,  that  so  far  as  education  is  concerned 
we  prefer  to  have  the  debate  about  State  medicine  take  place  outside 
of  our  sphere  of  action.  I think  our  suggestions  here  looking  to- 
wards clarification  of  this  measure  will  help  to  bring  that  about. 
I think  I also  said  that  so  far  as  I am  concerned  personally,  as  I view 
the  administration  of  public  education,  whether  we  have  State  medi- 
cine or  not,  I do  not  think  that  educational  authorities  ought  to 
manage  it.  So  to  put  it  in  another  way,  I shall  say 

Mr.  Dingell.  Let  me  interrupt  there.  In  other  words,  regardless 
of  what  might  ultimately  come,  you  believe  that  the  autonomy  and 
the  present  practice  of  the  medical  profession  should  be  preserved, 
that  is,  independent  and  individual  action.  You  have  not  in  mind 
a disturbance  of  the  fee  basis  or  the  present  practice  among  medical 
men.  You  do  not  want  to  go  into  any  socialistic  or  communistic  idea 
of  controlling  medical  men  and  paying  them  so  much  as  servants 
of  the  Government.  You  have  no  such  idea  in  mind,  have  you? 

Mr.  Studebaker.  I am  not  advocating  that. 

Mr.  Dingell.  I want  to  point  out,  since  you  referred  to  State  medi- 
cine. that  there  is  some  apprehension,  as  you  know,  on  the  part  of 
medical  men  as  to  regimentation,  making  medicine  a State  function. 

Mr.  Studebaker.  That  is  right.  But  I am  not  advocating  it. 
What  I am  advocating  is  that  I want  to  get  that  problem  in  such 
shape  that  education  is  not  involved  in  it,  and  then  let  it  be  debated 
on  its  own  merits,  outside  the  field  of  education. 

Mr.  Reed.  What  the  committee  will  feel  like  doing  with  some  of 
the  recommendations,  I do  not  know,  but  you  do  stress  the  point 
that  whatever  educational  activity  might  fall  within  the  language 
of  the  present  bill,  that  field  should  be  protected  from  invasion  by 
these  clarifying  amendments? 

Mr.  Studebaker.  That  is  right. 

The  Chairman.  We  thank  you,  Doctor,  for  your  appearance  and 
the  testimony  you  have  given  the  committee, 

STATEMENT  0E  A.  L.  HARBISON 

Mr.  Harbison.  If  your  honors  please,  I want  to  address  myself  to 
the  reasons  for  this  plan  and  how  to  accomplish  the  result.  Those 
are  the  two  things  that  I desire  to  discuss,  if  I may : 

First,  the  reason  for  this  plan  in  its  operation  will  be  to  bring  the 
people  of  the  United  States  out  of  the  depression  that  they  are  now  in 
and  will  put  the  buying  power  back  into  the  hands  of  those  people 
that  need  to  buy  the  products  of  the  mine,  the  mill,  the  factory,  and 
the  farm.  That  would  bring  about  a demand  for  all  of  the  products 
that  would  be  produced  in  either  of  these  categories,  so  that  demand 
then  would  immediately  decrease  the  supply  that  is  now  in  storage 
and  on  the  shelves,  in  the  factory,  or  upon  the  farm.  That  demand 
having  been  met  and  the  depletion  having  taken  place,  the  laborers 
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from  all  walks  of  life  would  then  be  employed  to  produce  from  the 
mine,  from  the  factory,  from  the  mill,  and  from  the  farm  the  things 
that  each  would  produce.  That,  then,  would  employ  all  of  the  men 
necessary  to  operate  those  institutions  to  their  capacity,  the  purchas- 
ing power  having  been  enlarged  and  the  money  necessary  to  meet  the 
demand  of  those  purchases,  which  would  employ  all  of  the  idle 
laborers  that  are  now  idle.  Also,  there  would  also  be  at  least  2,000,000 
people  that  are  now  over  the  age  of  60  years  taken  off  the  present 
pay  roll  jobs  that  they  are  on,  and  that  would  immediately  furnish 
employment  for  at  least  2,000,000  people  that  are  now  idle.  So  we 
see  in  the  beginning  then  that  there  is  ample  reason  for  this  plan. 

Also,  we  suggest  that  it  would  take  care  of  those  people  that  are 
beyond  60  years  of  age,  so  that  they  would  not  worry,  but  would 
have,  as  would  come  to  them,  some  of  the  pleasures  of  a long  lifetime, 
in  the  last  few  years  of  the  setting  of  the  sun  in  their  human  exist- 
ence. That  would  be  pleasure  for  them.  And  I think  that  we  could 
safely  say  that  it  would  extend  to  some  degree  the  life  of  those  people 
that  have  labored  long  in  their  existence  in  the  creation  of  our 
national  wealth. 

As  to  the  second  part  of  what  I want  to  suggest,  how  can  that 
result  be  accomplished,  in  looking  over  the  statistics  that  have  been 
given  out  we  see  that  the  average  turnover  for  the  last  5 years  has 
been  $734,000,000,000.  We  see  that  there  is  $5,500,000,000  now  out- 
standing. The  turnover  there  would  be  per  year  $412,000,000,000; 
2 percent  on  those  sums  brings  to  us  $22,920,000,000.  That  sum 
would  be  more  than  enough  if  we  would  put  it  all  on  the  table  there 
and  touch  only  such  part  of  it  as  would  go  out  on  the  first  of  each 
month  to  operate  the  entire  Townsend  plan  for  more  than  a year. 
But  the  revolving  feature  of  this  plan  makes  it  that  the  2 percent 
would  bring  back  into  the  Treasury  of  the  United  States  on  the  last 
day  of  each  month  $1,600,000,000  plus;  so  that  $1,600,000,000  is  suffi- 
cient to  pay  the  pensions  of  8,000,000  people  in  the  United  States 
over  60  years  of  age.  That  is  one  place  and  one  method  by  which 
this  fund  can  be  raised  and  administered. 

There  is  another.  Bob  Service  said  in  his  poem  on  “ The  Crema- 
tion of  Sam  McGee  ” that  “ a promise  made  is  a debt  unpaid.”  This 
Government  has  promised  to  the  soldier  boys  that  came  home  from 
France  $2,200,000,000.  Pay  that  debt.  $1,600,000,000  would  be 
required  to  pay  the  first  month’s  pension  to  8,000,000  people  over 
the  age  of  60  years.  $346,681,000  of  legal  tenders  added  to  the  sum 
and  we  have  in  round  numbers  $4,000,000,000. 

In  the  town  I came  from  we  kept  tabs  there  pretty  systematically 
for  some  several  months,  and  the  turn-over  for  $1  put  in  circulation 
was  20  to  25  times  in  a month.  Take  that  same  procedure  through- 
out the  United  States,  and  we  would  have  $80,000,000,000  turned  over 
per  month;  2 percent  on  that  would  be  $1,600,000,000.  So  there 
again,  you  see,  is  the  revolving  fund  and  the  method  by  which  the 
fund  each  month  can  be  replenished  so  that  on  the  thirty-first  day  of 
the  month  it  would  be  in  the  Treasury  and  on  the  first  day  of  the 
month  paid  out. 

And  that  sum  stimulates  business  all  over  this  country  and  relieves 
us  from  the  depression  that  we  are  now  in,  brings  us  back  to  pros- 
perity, and  it  brings  us  back  in  a sound  financial  condition.  Why  do 
I say  that?  Briefly,  this,  that  there  can  be  stabilization  of  the  cur- 
rency of  this  country  brought  about  by  that  procedure  when  we  take 
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the  commodities,  100  of  them  if  necessary,  scale  the  price  of  those 
commodities  for  the  last  10  to  25  years,  average  the  price  of  each 
commodity  and  peg  that  price  as  the  average  price  for  the  year. 

The  volume  of  circulating  medium  in  the  country  makes  that  price 
go  up  or  down.  If  the  volume  of  the  circulating  medium  has  in- 
creased to  the  point  where  there  is  a larger  volume,  the  price  goes  up. 
If  the  price  goes  up  on  all  of  the  commodities,  then  you  put  the  sales 
tax  into  operation  and  it  will  come  down  by  taking  out  of  circulation 
the  medium  of  circulation. 

If  it  goes  below  the  place  where  the  price  has  been  pegged,  suspend 
your  sales  tax  and  the  price  of  the  commodity  will  immediately  rise 
to  the  level,  and  there  it  will  be  up  and  down  as  the  volume  of  cir- 
culating medium  increases  or  decreases.  And  in  the  language  of 
that  great  man,  William  J.  Bryan,  the  quantity  theory  of  money  is 
the  only  correct  theory  of  money  in  the  United  States. 

If  your  Honor  desire  to  ask  questions,  I will  answer  them  for  the 
next  5 minutes. 

The  Chairman.  We  thank  you  for  your  appearance  and  the  in- 
formation you  have  given  the  committee. 

Mr.  Sanders.  Mr.  H.  H.  Halsell,  of  Lubbock,  Tex.,  is  here  and 
would  like  to  speak  for  3 minutes.  I ask  that  he  be  given  that 
privilege. 

The  Chairman.  Without  objection,  at  the  request  of  the  member 
of  the  committee,  Mr.  Halsell  is  privileged  to  speak  for  3 minutes. 

STATEMENT  OF  H.  H.  HALSELL 

Mr.  Halsell.  My  name  is  H.  H.  Halsell,  of  Lubbock,  Tex.  I am 
from  Congressman  Mahon’s  Nineteenth  Congressional  District.  I 
started  out  a month  and  a half  ago,  speaking,  securing  signatures  to 
an  old-age  pension  petition.  As  soon  as  it  was  discovered  that  I was 
not  interested  in  a $200  plan,  and  the  encouragement  to  spend  the 
money,  the  expense  money  that  was  offered  and  tendered  to  me  with 
was  withdrawn,  and  I returned  it  to  the  committee.  Then  the  other 
class  of  citizens  in  our  congressional  district,  with  whom  I had  a 
great  many  friends,  and  who  recognized  me  and  gave  me  endorse- 
ments, paid  my  expenses  up  here.  I arrived  Wednesday  night.  That 
class  of  citizens  believe  as  I believe,  that  the  aged  people  who  have 
made  this  country  what  it  is  should  receive  a sufficient  amount  to 
adequately  take  care  of  them  in  their  old  age,  and  thereby  bring 
about  a circulation  of  money  and  buying  power  in  the  hands  of 
people  who  do  not  now  have  that  buying  power,  and  also  absorb 
some  amount  of  unemployment.  That  is  what  I stand  for.  I do 
believe  that  those  in  distress  should  have  a relief  that  will  lengthen 
their  lives  and  bring  about — as  they  are  depressed  and  oppossed 
and  discouraged — I do  believe  that  it  will  bring  relief  to  that  aged 
class  and  help  the  social  and  economic  condition  of  this  country.  I 
do  not  stand  for  any  unreasonable  amount,  nor  do  the  thinking  class 
of  people  who  sent  me  here  stand  for  that  amount.  I hate  to  say 
that  in  the  presence  of  these  fine  gentlemen  who  stand  for  the  other 
amounts. 

I thank  you.  If  you  want  to  ask  me  any  questions  I will  be  glad 
to  try  to  answer  them.  Now,  I am  not  an  educated  man ; at  least  I 
am  practically  educated.  I have  educated  myself  without  ever  having 
gone  to  school.  I am  a stock  farmer.  But  I do  believe  that  I have 
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a mind  to  analyze  these  problems  in  some  measure.  Very  humbly  I 
ask  you  all  if  you  want  to,  to  ask  me  any  questions  you  want  to. 

Mr.  Thompson.  What  would  you  consider  a reasonable  amount? 

Mr.  Halsell.  I would  think  somewhere  from  30  to  50  dollars. 

Mr.  Thompson.  Does  that  represent  the  Federal  Government’s  share 
or  what  they  may  receive  from  the  Federal  Government  and  the  State 
as  well  ? 

Mr.  Halsell.  No,  sir.  I do  not  favor,  for  instance,  Texas  lias  Con- 
federate pensions,  and  they  are  $3,000,000  behind,  and  their  checks 
are  not  good  now.  They  have  a $20,000,000  bond  issue.  Suppose  all 
the  States  of  the  Union  had  an  old-age  pension.  That  would  be 
exactly  the  same  as  if  the  Federal  Government  provided  for  an  old- 
age  pension.  So  I would  just  figure  that  we  ought  to  have  a pension 
supported  by  a sales  tax  upon  all  the  approximately  100  million  peo- 
ple in  the  United  States  to  provide  something  like  between  30  and  50 
dollars. 

Mr.  Thompson.  Per  month? 

Mr.  Halsell.  Yes,  sir. 

Mr.  Thompson.  Have  you  any  idea  about  the  age  limit  that  you 
care  to  express? 

Mr.  Halsell.  Age  limit?  I figure  that  it  ought  to  be  60  years. 
And  I do  think  there  ought  to  be  provision  made  that  those  folks  who 
do  not  need  it  would  never  procure  that  amount. 

The  Chairman.  Thank  you  for  your  appearance  and  the  statement 
you  have  made  to  the  committee. 

Mr.  Hill.  Before  the  record  is  closed  I will  ask  permission  to 
have  inserted  in  the  record  an  analysis  from  a financial  standpoint 
of  the  operation  of  the  Townsend  old-age  pension  plan  as  stated 
in  H.  R.  3977.  I modify  that  request  by  broadening  it  to  this  extent, 
that  any  statement  pertaining  to  the  subject  matter  of  this  bill  offered 
by  any  member  of  the  committee  may  be  so  included  before  the 
record  of  the  hearings  goes  to  the  printer. 

Mr.  Lewis.  May  I suggest  in  addition  any  statement  of  the  econ- 
omist they  think  they  might  have  here  Monday  might  be  included 
in  the  record  for  our  reading? 

Mr.  Hill.  I said  submitted  by  any  member  of  the  committee. 

Mr.  Lewis.  These  gentlemen  say  they  have  an  economist  coming 
here  tomorrow  or  Monday. 

Mr.  Hill.  If  it  is  submitted  to  the  chairman  he  will  pass  on  it. 

The  Chairman.  Without  objection,  the  request  of  Mr.  Hill  will 
be  granted. 

Mr.  Crowther.  I desire  to  submit  for  the  record  a very  interesting 
analysis  of  the  old-age  pension  reserves  and  the  problem  of  their 
investment.  It  is  presented  by  one  of  my  constituents,  Mr.  C.  M. 
Armstrong,  of  Schnectadv,  N.  Y. 

The  Chairman.  Without  objection  it  may  be  inserted':  in  the 
record. 

(The  matter  referred  to  follows:) 

Statement  of  C.  M.  Armstrong,  Schenectady,  N.  Y. 

OLD-AGE  PENSION  RESERVES 

Everyone  agrees  that  old  people  should  have  some  source  of  income.  The 
argument  on  old-age  pensions  deals  with  the  method  of  providing  it.  Some  say 
each  individual  should  privately  save  enough  to  care  for  his  old  age  by  buying 
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insurance  or  annuities  or  depositing  funds  in  a savings  bank.  Others  believe 
the  Government  should  force  everyone  to  save  and  deposit  the  money  in  a 
Government  fund  instead  of  in  banks  or  insurance  companies.  The  advocates 
of  all  of  these  plans  have  assumed  that  safe  investments  can  be  found  for  the 
large  sums  involved  if  all  of  us  followed  their  plan.  They  have  overlooked 
the  fact  that  insurance  companies  are  raising  their  rates  and  savings  banks  are 
reducing  their  interest  rates  because — 

1.  They  overestimated  past  interest  by  failing  to  accumulate  adequate  reserves 
for  losses  which  are  now  being  partially  recognized. 

2.  They  cannot  find  new  investments  bearing  good  interest  rates  that  they' 
believe  are  safe. 

If  the  insurance  companies  cannot  find  good  investments  for  their  increase  in 
assets  of  about  $300,000,000'  a year  (1932-33) , where  will  the  Government  invest 
a fund  of  a billion  dollars  or  more  per  year  which  will  be  necessary  if  a modest 
pension  is  to  be  paid  ? If  the  insurance  companies  are  having  difficulty  in  keep- 
ing 22  billion  dollars  successfully  invested,  what  would  the  Government  do  with 
the  50  billion  they  would  ultimately  collect  on  a modest  reserve  pension  plan?1 
Would  the  Government  build  elegant  post  offices,  roads,  etc.,  with  it,  or  would  it 
finance  unemployment  relief  by  borrowing  the  funds  for  the  Government  deficit? 
In  either  ease  the  future  generations  will  really  pay  for  the  current  pensions, 
by  paying  for  post  offices  that  were  not  needed  or  for  long-past  deficits.  Any 
national  reserve  pension  plan  will  have  to  depend  on  the  earnings  of  future 
generations  unless  the  reserves  are  invested  in  income-producing  capital.  There 
is  serious  question  if  as  large  a sum  as  would  be  accumulated  could  be  success- 
fully invested  by  the  Government  or  anybody  else  to  yield  any  net  interest  return. 
The  losses  on  some  investments  would  probably  offset  the  earnings  on  others. 

If  no  interest  can  be  earned,  the  amount  which  must  be  collected  is  the  same 
as  the  amount  to  be  disbursed,  and  there  is  little  or  nothing  gained  by  collect- 
ing it  many  years  before  it  is  to  be  disbursed.  Thus  there  is  no  need  to  build 
up  large  reserves.  A plan  can  provide  (with  actuarial  safety)  for  full  normal 
payments  immediately  to  all  those  now  meeting  the  age  requirements. 

Census  figures  give  a very  accurate  picture  of  the  current  disbursements 
required.  The  payments  should  not  be  withheld  from  those  who  have  other 
income  or  relatives  able  to  support  them.  This  would  tremendously  simplify 
the  administration  and  eliminate  the  incentive  to  conceal  other  income. 

Individuals  now  working  and  supporting  parents  or  aged  relatives  would 
be  relieved  immediately  of  their  individual  responsibilities  (up  to  the  amount 
the  Government  provided)  but  would  pay  their  share  of  the  amount  raised  for 
current  national  old-age  disbursements.  Corporations  now  supporting  old  em- 
ployees would  be  relieved  of  part  of  their  pension  obligations — i.  e.,  the  basic 
“ $30  per  month  per  pensioner  ” or  whatever  sum  the  Government  provided. 
Relatives  or  corporations  would,  in  many  cases,  continue  some  payments  to 
those  now  receiving  more  than  the  new  Government  pension  would  provide. 
The  change  would  eliminate  the  double  cost  now  borne  by  corporations  with 
pension  plans  and  individuals  supporting  aged  relatives.  That  is,  the  com- 
panies having  a pension  plan  now  support  all  of  their  own  aged  employees,, 
and  also,  through  taxation,  support  the  indigent  who  worked  for  employers 
without  pension  plans. 

Under  such  a plan  with  immediate  full  benefits  the  disbursements  on  a 
national  scale  will  change  very  slowly  from  year  to  year.  They  will  increase 
over  a period  of  years  as  our  population  ceases  to  expand,  because  the  pro- 
portion of  aged  people  will  increase  slowly.  However,  at  the  same  time  there 
will  be  a decrease  in  the  proportion  of  children  to  be  supported  from  the 
national  income,  and  the  change  in  cost  of  supporting  all  dependents  will  be 
close  to  zero.  If  we  eventually  reach  a seriously  and  rapidly  declining  popu- 
lation, the  cost  of  support  of  dependents  will  increase  per  capita  of  workers. 
However,  under  these  circumstances  there  will  be  less  need  for  expenditures 
for  the  expansion  and  maintenance  of  capital  facilities,  and  the  standard  of 
living  of  pensioners  and  workers  can  still  be  maintained  by  living  on  the 
savings  caused  by  eliminating  capital  expenditures  not  needed. 

There  is  nothing  new  in  having  each  working  generation  support  the  pre- 
ceding generation  of  workers.  That  has  been  the  practice  of  families  and 
society  for  uncounted  generations.  Only  a few  in  each  generation  have  laid 
aside  enough  to  support  themselves  after  their  working  lifetime. 

While  the  foregoing  proposal  is  sound  for  a country,  attention  should  be  called 
to  the  fact  that  company  pension  plans  cannot  be  built  with  safety  on  the  prin- 
ciple of  paying  pensioners  from  current  operating  income.  Companies  rise  and 
110098— 35— No.  15 4 


1036 


ECONOMIC  SECURITY  ACT 


fall  over  relatively  short  intervals  and  hence  cannot  safely  assume  that  there 
will  always  be  a younger  generation  to  pay  the  pension  costs  of  their  prede- 
cessors. As  an  example,  the  railroads  are  now  facing  a continual  increase  in 
number  of  pensioners  and  decrease  in  the  number  of  active  employees. 

Serious  inflation  would  destroy  the  value  of  a reserve  type  of  pension,  but 
would  not  greatly  disturb  the  above  proposal.  If  prices  are  doubled,  the 
monthly  pension  would  need  to  be  doubled,  but  the  national  (taxable)  income  or 
pay  roll  would  also  double,  requiring  no  change  in  the  tax  percentage. 

The  committee’s  proposal  involves  a tremendous  clerical  task  of  recording 
individual  contributions  of  a few  cents  per  week  and  accumulations  thereof.  It 
would  seem  that  the  national  problem  is  to  supply  a minimum  income,  which 
should  be  alike  for  all.  Then  voluntary  accumulations,  in  the  established  sav- 
ings media,  provide  a larger  income  for  those  with  larger  incomes  or  thriftiness. 
The  proposal  outlined  above  may  be  financed  by  whatever  system  is  simplest  and 
currently  acceptable  to  Congress.  Its  immediate  payment  of  full  normal  benefits 
and  the  collection  of  the  needed  funds  would  have  no  appreciable  effect  on 
current  business. 

Furthermore  the  Wagner-Lewis  bill  makes  no  provision  for  the  women  who 
are  not  gainfully  employed  or  for  the  large  number  of  farmers  or  others  who  are 
-working  on  their  own  behalf. 

STATEMENT  OF  HON.  WILLIAM  M.  COLMER,  A REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  MISSISSIPPI 

Mr.  Colmer.  Mr.  Chairman  and  gentlemen  of  the  committee,  I am 
intensely  interested  in  the  Economic  Security  Act  now  under  con- 
sideration by  your  committee.  I am  naturally  interested  in  any- 
thing that  tends  to  the  betterment  and  the  economic  stability  and 
comfort  of  the  aged.  President  Roosevelt  assured  the  Seventy-third 
Congress  that  he  would  recommend  social  legislation  of  this  type. 
The  people  of  the  country  as  a whole,  both  young  and  old,  are  in- 
tensely interested  in  the  problem.  I have  read  with  meticulous  care 
and  increasing  interest  the  bill  of  the  distinguished  gentleman  from 
North  Carolina — Mr.  Doughton — the  chairman  of  this  committee, 
which  proposes  to  put  into  actual  operation  legislation  seeking  eco- 
nomic security  and  comfort  for  the  aged,  the  unemployed,  and  the 
unfortunate  cripple.  The  theory  of  this  piece  of  legislation  is  beau- 
tiful, but  I am  very  much  concerned  about  its  practical  operation. 
We  are  all  agreed  that  some  legislation  looking  to  this  end  is  desir- 
able. This  committee  has  had  many  plans  submitted  to  it,  some  most 
fantastic  and  impractical,  some  more  practical  and  logical.  But 
I desire  to  discuss  briefly  one  feature  of  the  legislation  introduced 
by  your  distinguished  chairman,  as  I feel  that  that  particular  bill  in 
some  form  will  be  the  one  most  likely  reported  by  your  committee. 

The  point  that  I want  particularly  to  call  to  your  attention  is 
the  provision  which  requires  that  the  States  must  contribute  an  equal 
amount  to  that  provided  by  the  Federal  Government  up  to  $15  per 
month.  As  I understand  the  bill,  the  Federal  Government  will  con- 
tribute to  the  aged  people  over  65  who  can  qualify  thereunder  an 
amount  up  to  $15  per  month,  provided  the  State  or  other  subdivision 
of  the  Government  of  which  that  particular  aged  person  happens  to 
be  a resident  will  contribute  an  equal  amount. 

This  means  that,  before  the  unfortunate  aged  person  who  is  in 
need  of  this  pension  can  receive  the  benefits  thereof,  or  even  the 
amount  contributed  by  the  Federal  Government,  the  State  or  other 
subdivision  of  the  Government  must  contribute  a like  amount. 

I want  to  say  in  all  frankness  and  candor  to  this  committee,  who 
I believe  are  really  desirous  of  reporting  out  and  enacting  into  legis- 
lation a bill  that  will  be  practical  and  workable,  that  this  will  not 
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work.  It  may  work  in  some  States,  but  there  are  many  otTiers  in 
which  it  will  not  work.  This  for  the  reason  that  the  States  are  un- 
able financially  to  meet  the  requirements.  I can  best  illustrate  this 
by  taking  my  own  State  of  Mississippi  for  example. 

According  to  the  census  of  1930  Mississippi  had  77,443  persons  who 
are  over  65  years  of  age.  By  the  time  this  law  is  enacted,  there  will 
be  very  little  variation  in  the  figures.  If  anything,  there  will  be  an 
increase.  It  is  estimated  that,  of  this  number,  approximately  13,000 
are  on  relief.  I have  no  definite  way  of  arriving  at  what  percentage 
of  the  77,443  would  apply  for  a pension,  but  it  is  reasonable  to  assume 
that  a considerably  larger  portion  would  apply  for  the  pension  than 
applied  for  relief.  I think  it  would  be  fair  to  assume  that  somewhere 
in  the  neighborhood  of  50  percent  would  apply  for  the  pension.  If 
the  State  matched  the  $15  provided  for  in  this  legislation,  which  is 
the  maximum  the  Federal  Government  would  provide  under  the  bill, 
for  50  percent  of  the  aged  over  65,  Mississippi’s  contribution  would 
amount,  in  round  figures,  to  $7,000,000  per  annum. 

Mississippi  is  not  a comparatively  wealthy  State.  Its  total  reve- 
nue receipts  for  the  general  fund  in  1934  were  only  $14,000,000.  The 
people  in  our  State  are  already  taxed  by  the  State  to  the  point  where 
taxation  has  become  onerous  and  burdensome  in  its  efforts  to  carry 
on  its  school  systems,  road  building,  and  other  necessary  expenses. 
It  is  quite  obvious,  therefore,  that  the  State  of  Mississippi  could  not 
function  under  the  set-up  of  this  legislation  and  its  dependent  aged 
would  be  cut  off  from  any  benefits  whatever.  I am  satisfied  that  the 
picture  presented  above,  so  far  as  Mississippi  is  concerned,  is  true  in 
many  other  States  of  small  comparative  wealth. 

Now,  what  I desire  is  some  practical  form  of  legislation.  Thirty 
dollars  a month  is  small  enough,  but  if  the  people  of  many  of  our 
States  are  to  be  denied  the  privilege  of  sharing  in  the  contribution  of 
the  Federal  Government  because  of  the  financial  inability  of  the  sub- 
divisions of  the  Government  to  contribute  as  substantially  as  the 
Federal  Government,  we  are  faced  with  a serious  dilemma. 

It  might  also  be  pointed  out  that,  although  the  old  people  of  a 
State  that  cannot  match  the  Federal  funds  will  not  share  in  the  bene- 
fits of  this  bill,  the  people  of  that  State  will  be  forced  to  contribute, 
in  the  form  of  taxes  to  the  payments  to  the  aged  of  the  other 
and  more  fortunate  States.  This  will  be  taxation  without  benefit. 

I think  that  old-age  pensions  and  the  care  of  crippled  children 
should  be  recognized  as  a national  problem.  Therefore,  if  this  com- 
mittee concludes  that  it  is  impractical  to  make  as  much  as  a $30  a 
month  contribution  to  the  needy  aged  by  the  Federal  Government, 
the  provision  requiring  the  equal  contribution  by  the  State  or  other 
subdivision  of  the  Government  should  be  eliminated  from  the  bill. 
And  these  needy  persons  in  this  aged  class,  who  have  contributed  so 
substantially  to  the  upbuilding  of  this  Government,  should  at  least 
be  permitted  to  enjoy  whatever  amount  in  the  form  of  a pension  is 
granted  by  the  Federal  Government, 

The  Chairman.  So  far  as  the  Chair  knows,  this  concludes  the 
hearings.  The  witnesses  have  been  heard  and  the  hearings  will  be 
closed. 

The  committee  will  now  stand  in  adjournment. 

(Whereupon,  at  12:25  p.  m.,  the  hearings  were  closed.) 
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